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RESEARCH AIMS 10 IMPROVE CAPACITY OF ATOMIC POWER STATION 
Sofia VECHERNI NOVINI in Bulgarian 27 Sep 80 p 4 


[Article by Ani Sargavakyan: “The Contribution of Scientiete to the Development of 
Nuclear Power Engineering") 


[Text) Just @ week ago an announcement was made of the start of the hot test of the 
third power unit ac the Kozloduy AETe [Atomic Power Plant). The hot test differs 
from the true starting up of the reactor in that simulating rode are used in the 
reactor in the place of nuclear fuel rode. Not much time will pase and this unit 
will aleo be operating at full steam. Up to now over 27 billion kilowatt-hours of 
power from nuclear fuel have been sent from the Kozloduy AETe to the entire nation. 
And one more fact. The AETse in a year produces 20 fold more electric power than 

the entire nation produced in 1944. 


From Prof Vaeil Khristov, sector director of the Institute for Nuclear Research and 
Nuclear Power [IYalYaE) under the Bulgarian Academy of Sciences in Sofia, we learned 
that the [YalYaE is operating under long-range cooperation programs with the Ministry 
of Power. Valuable research and applied ecientific developments have been introduced 
under a number of programs. These include: for optimum reloading of the nuclear fue) 
and analysis of the operating modes, for methode and equipment for deactivating the 
nuclear wastes and protecting the environment, and so forth. During the Seventh 
Pive-Year Plan an economic effect of over 2 million leva is expected from the ful- 
fillment of thie work. Of great importance in this regard is the bilateral coopera- 
tion with Soviet institutes, as well as the participation of our specialists in the 
joint research on the reactor syetem as part of the temporary international collec- 
tive for reactor physical research in Budapest. 


"The third stage in the development of the AETs envisages the completion of two 
other reactors (the fifth ano sixth), Soviet produced, with increased capacity," 
said Comrade Vasil Khristov. "A new thing for them ise that they will be some of 
the firet 1000-megawatt reactors in the socialist commonwealth countries. A 1000 
megewatt unit represents a stage in the technical development and improvement of 
the nuclear plants.” 


To the question of what is the involvement of the IYAIYaE in the scientific con- 
tribution to the engineering plans for the Kozloduy AETs for the Eighth Five-Year 
Plan, Prof Khristov replied: 














"Specialiete from the inatitute, together with the leadership of the ARTs, have se* 
out the main areas for the applied ecientific and introductory work. These include: 
actentific feasibility etudies for the operating modes of the AETs at rated and 
above-rated capacity; the elaboration and introduction of new methods and equip- 
ment for internal reactor control; the processing and storage of radioactive waste 
producte and the protection of the environment. In the near future the specific 
taske will be eet for work in the designated areas. The development activities 
envisage the solution to probleme important for operation, including aleo the auto- 
mation of certain assemblies for the systems of the AETs. Thie represents an impor- 
tant element in che intellecualization of production activities. An initiative of 
our collective is the taking on of an additional promise in honor of the 12th BCP 
Congress to carry out new development taske with a significant economic effect. We 
believe that by thie our inetitute will do ite share for the development of scienti- 
fic and technical progress in Bulgaria during the Eighth Five-Year Plan." 
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BULGARIA 


PLANS TO INCREASE CONSUMER GOODS PRODUCTION 
Sofia POLITICHESKA AGITATSIYA in Bulgarian No 18, 1980 pp 18-24 


[Article by Lilyana Vasileva, first deputy minister of light industry: 
"Increasing Market Variety as an Element of che Party's Social Program") 


\Text} Our party has always paid great attention to light industry as an area 
of tremendous economic, social and political significance, for it resolves 
the urgent problems related to the better satisfaction of human needs. This 
concern was manifested, yet once again, at the Ruse meecing between the BCP 
Central Committee Secretariat and the first secretaries of okrug party 
committees and ministries. The formulations expressed by Comrade Todor 
Zhivkov in his presencation, which were remarkable in terms of their depth and 
far-sightedness, represent an effective program for a change in this area and 
for decisively increasing the volume and expanding the variety of consumer 
goods. 


What is the most essential aspect in the current stage of development of light 
industry? 


Thanks to che major investments made in the Sixth and Seventh Five-Year Plan 
the basic active productive capital was increased and renovaied. New highly 
productive equipment was introduced and new effective technologies were 
applied. On a parallel basis the raw material base was modernized as well. 
Added to che traditions of the sector and cadre experience, this provided a 
solid prerequisite for insuring an adequate number of goods in terms of quan- 
tity, quality and variety both for the satisfaction of domes: ~ needs and for 
export. This was also confirmed by the fact that in recent years the market 
has been quantitatively saturated with goods produced by the light industry 
system and che elimination of the durable excess demand over supply. Today 
goods are available on the market. However, in terms of variety, assortment, 
qualicy and colors they are largely unsatisfactory because of higher consumer 
evtteria. 


Consequently, the main criterion today in assessing the work of labor collec- 
tives within the light industry system is the increased amount of varied and 
high quality goods on the market. However, at this stage as well the basic 
effectiveness requireme.ts remain valid. It is a question of the purposeful 
and systematic reduction of the socially necessary working time for the pro- 
duction of a unit of output. The task of reducing production costs and 








increasing proficabilicy will remain the purpose and content of the work of 
economic, party and crade union managements and labor collectives. These stipu- 
lations were reasserted, yet once again, at the July 1980 BCP Central Commiccee 
Plenum. 


The final and decisive year of che Seventh Five-Year Plan, 1980, is shaping 
up as effective and useful, Light industry will produce 33.5 million meters 
of cotton fabrics, 36 million meters of woolen fabrics, 111.5 million pieces 
of knitted goods, 21 million pairs of shoes, 62.5 million pairs of hose, 39 
million pleces of household porcelain ware, and 26.7 million pieces of house- 
hold glassware. Some progress has been made in the production of furnishings 
as well. 


There will be a considerable increase in the production of fashionable and 
luxury goods. In individual commodity groups they will account for 30 to 50 
percent of the entire output. 


Quality changes have been made in che material and technical base as well. 
Technological standards have been upgraded and a substantial amount of pro- 
ductive capital has been modernized and renovated. New and modern equipment 
has been installed. The share of goods produced with the help of the new 
technological systems has risen considerably. Facilities for spindleless 
weaving has been introduced in the cotton industry. Shorter technological 
processes have been applied in worsted weaving and shuttleless looms have 
been installed. In 1979 the fabrics produced with such machines totaled 37 
percent of the entire output of the cotton textile industry, 57 percent of 
the woolen textiles and 50 percent of silk textiles. The material and tech- 
nical facilities in the knitwear industry have been updated with new multiple- 
system round-weaving machines, linear automatic machines, and electronic 
equipment. Nonconventional technologies such as those producing unwoven 
textiles have developed rapidly. 





Positive changes have taken place in the development of the domestic raw 
material base. In 1979 the share of domestically produced chemical raw 
materials reached 55 percent. 


Considering the new higher requirements, all this proved to be insufficient. 
The steady growth and rising of requirements, the positive changes in the way 
of life and standards, so greatly characteristic of recent years, and the 
increased purchasing power of the population are leading to the formulation 
of new and even higher claims concerning the production of and trade in 
commodities and services. In his programmatic presentation at the Ruse meet- 
ing Comrade Todor Zhivkov brilliantly depicted the solution of the new pro- 
olems dictated by socioeconomic progress. 


The managements and specialists within the light industry system are currently 
focusing their efforts on the fulfillment of these important and responsible 
assignments. The prob.em of commodity stocks and population services is 
strategic. It affects the interests of millions of people in our country. 
That is why, within a short time substantial changes must be made in our 
overall work in order to saturate the market with adequate amounts of con- 
sumer goods. Each economic organization and collective must address itself 
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to the solution of this problem. To this effect, in 1980 and throughout the 
next five-year plan investments in the sector will be concentrated on the re- 
construction and modernization of existing production capacities. The new 
machines and equipment which will be added to the production facilities will 
expand the variety of new goods. 


Fullowing the Ruse meecing, all collectives reviewed cheir possibilities for 
the additional use of capacities, full utilization of cadres, raw materials 
and matertals, additional production of consumer goods, and implementation of 
the new responsible assignments. Currently our efforts are focused in several 
directions, as follows: 


Market-Plan-Production 


In a way, the stricter requirements concerning the quality and variety of 
poods were given priority in determining the results and effectiveness of 
light industry. The consumer value of the goods produced by the labor collec- 
tives within the light industry system could be considered the sum total of 
their useful characteristics which determine their role in the course of the 
consumption process. Their quality is defined as the level of consumer value 
manifested in its most direct manner, in the course of the consumption pro- 
cess itself. 


That is why the first and basic task is for the production process to meet the 
requirements of the market. We must produce goods in demand, saleable goods, 
confirmed through contracts dealing not only with quantity but variety, quality 
and functional purpose. 


All this called for the introduction of substantial changes in several direc- 
tions: in the contracting system, in the role of the contracting parties in 
the implementation of contractual relations, in contractual deadlines based on 
the influence of seasons and fashions, the systematic decentralization of 
planning and management, and the increase of the rights and responsibilities 
of economic combines and plants. 


This also includes the question of finding the most accurate method through 
which the conclusion of contracts would outstrip the drafting of engineering 
blueprints and counterplans. A possible variant here would be the conclusion 
of annual contracts with subsequent breakdown of specifications in terms of 
models, sizes, designs, colors, seasons, and so on. At the same time, condi- 
tions must be created for the continuing and systematic contracting for some 
goods most closely related to the dynamics of fashion and fashion trends. 


Considerable experience was acquired in this respect in 1979-1980. A number 
of specific changes have become necessary in the implementation of the tasks 
set at the Ruse conference and the July 1980 BCP Central Committee Plenum. 
The fuller utilization of existing opportunities must be insured jointly with 
the leadership of the Ministry of Internal Trade and Public Services and the 
wholesale and retail trade organizations. 

















Systematic Study of Market Conditions and Consumer Demand 


Consumer or solvent demand is a type of manifestation of requirements backed 
by financial funds. The existence of information on the potential, the de- 
veloping or the current demand for light industry goods is of particular 
importance today to the proper direction of the production process. It is a 
question of the study of long term requirements through the analysis of inter- 
national markets and domestic market trends with a view to preparing and in- 
suring possibilities for the reproduction or design of new goods and of find- 
ing them a place in the domestic or foreign market. This is one of the means 
for decisively improving the variety and assortment of goods. A specific 
need is satisfied by the manufacturing of dozens of goods with specific func- 
tional purposes. The second question of tremendous practical importance is 
that of the study of already established, current, and essential needs of the 
market and of introducing daily changes in supplying retail stores with goods 
in demand in its various sizes, dimensions, colors, designs, and so on. The 
meeting of such consumer demand requires substantial changes in the organiza- 
tion of retail trade and in relations with producers in order to shorten the 
way of the commodity from the producer to the store and the consumer. This 
problem will be resolved through the development of direct contractual rela- 
tions between the production process and retail trade; the existence of 
developed retail trade outlets by the producers; and improvements of relations 
between the producer and wholesale and retail trade. 


In no case should che trade outlets of producers replace either retail or 
wholesale trade. The trade system consists of 45 stores and 19 stands of the 
Rila, Pirin and Trikotazh firm trade directorates and the general stores of 
the TsNSM and the monopolizing of some functions in the course of this process 
by various organs and organizations. 


Critical remarks and adverse trends forced us to assess the work of the 
artistic council and of the units involved in this area within the ministry's 
system, including experimental-variety bases, modeling units, and collectives 
of designers, draftsmen and painters. In the Sixth and Seventh Five-Year Plans 
the creative cadres achieved considerable successes. However, they fall short 
of the requirements of the BCP Central Committee. In this direction new ideas 
were formulated at the plenum on design held by the Union of Bulgarian Painters. 
It is clear that design is an inseparable part of the overall creation of 
items and that the place of the designer is neither at the end or the begin- 
ning but at all stages of the creative development of a new item by technolo- 
gists, by designers, modeling workers, artists, and producers. Each of these 
groups faces unresolved problems in its work and in its desire to achieve 
effectiveness, and esthetic appearance, variety, or high quality, problems 
which will become the center of our attention in the next few months. Their 
solution will be our contribution to the creative interpretation of the new 
economic approach. It is a question of the organization of labor and of the 
system for paying the creative cadres; of criteria in the essessment of the 
end product; cost accounting, self-financing and material and moral incentives 
based on the end results of the entire labor collective; and of information 
support and the creation of conditions for the individual creative manifesta- 
tion and establishment of the plant's trademark. 








No less important problems arise in connection with the ability of the organi- 
zation and management of che system to insure fast and timely reaction on the 
part of che producer to market dynamics. The end goal in this respect is to 
reach the ctype of organization and managment in wnich, under our socialist 
conditions, fashion will gradually become a controllable process. The quick 
and adequate combining of fashion trends with the full loading of produccion 
capacicies and the utilization of available raw and other materials is a 
rather complex problem, 


Cadre Tra‘ning Consistent With che New Requirements for More and 
More Varied Goods 


The light industry system employs 214,000 workers and specialists. Of these 
72 percent are women and 78,000 are Komsomol members. Future cadres for the 
sector are being trained by all higher educational institutions in the country 
and by 44 technical and secondary vocational schools. Under the people's 
system rhe sector trains educated and highly skilled cadres and develops 
strong and active labor collectives. 


Comrade Todor Zhivkov's statement made at the Ruse meeting fully applies to 
the light industry: "In terms of our scale, we have a large material and 
rechnical base with an expanded <cientific and technical potential whose 
possibilities are unquestionable.... Both management and performing cadres 
engaged in the production of and trade in goods and services have developed 
and acquired rich experience." 


We already know that the Eighth Five-Year Plan will be a five-year plan of 
scientific and technical progress, a five-year plan of labor intellectualiza- 
tion. These requirements direct us toward changing not only cadre training 
but the nature and conditions of labor. The main direction in the field of 
light industry will be production intellectualization through which we shall 
continue the line of firmly upgrading labor productivity and increasing the 
variety of goods. 


For a number of years our attention was focused on the development of mechani- 
zation. Today production automation has priority. 


Incellectualizarion calls for the modeling of machines which will not only 
replace human physical efforts but will duplicate man's inteliectual activi- 
ries. Processes which truly contain a high percentage of intellectualization 
and machines replacing human labor must be introduced in the interrelationship 
between man and machine and man and technology. 


In the Eighth Five-Year Plan automated control systems of technological pro- 
cesses will be introduced in the light industry which is, essentially, one 
step coward intellectualization. Various electronic appliances for control- 
ling, recording, and managing processes will not only save on labor but will 
considerably upgrade production effectiveness. In this way intellectualiza- 
rion will work in several directions: reduce the amount of i:ive labor, in- 
crease labor productivity severalfold, and sharply upgrade production quality. 

















Leading production experience is an important reserve in upgrading labor 
effectiveness. We have adopted an overall scientific system for its study, 
dissemination and creative application, based on the summarized experience of 
20,000 workers in 60 different areas. 


An a progressive form of collective labor, the brigade organization of labor 
is becoming ever more widespread. Its application enables us not only to 
reduce the amount of manpower but to improve the income of the individual 
workers. 


So far 4,000 brigades have been set up involving over 60 percent of the 
workers in the sector. One of our main tasks is the further improvement of 
the brigade organization of labor combined with intracost accounting. 


The light industry sectors have their proven leaders, modeling workers, de- 
signers, technologists, artists, labor heroes, leading production workers, 
and multiple machine operators. This is our golden stock and wealth. The 
development of its creative initiative will lead to a greater number and 
variety, and better quality goods and services for the population. 
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CZECHOSLOVAKIA 


NEW PRICING SYSTEM, FUTURE PRICE INCREASES EXPLAINED 
Prague MODERNI RIZENI in Czech No 9, 1980 pp 26-43 


[Article by Engr Vaclav Janecek, Federal Price Office: “Improving New Pricing 
Syetem in Planned Management System of National Economy after 1980") 


[Text] At the etatewide work conference on the Set of Measures, CSSR Premier 
L. Strougal etated that "the effect of adopted measures designed to improve the 


syetem of management depends to a considerable degree on the correct working of 
the pricing syeten." 


The taske listed in the Set of Measures for improving the pricing syetem (system 
of wholesale prices, imprevement of methods and toole of management of price 

trend in the area of planning, price-eetting and price control) aim at the solu- 
tion of basic monetary problems of further development of our economy and in this 
respect should contribute aleo to increasing efficiency of other areas of the 
management system. Moreover, they emphasize the incentive role of price as the 
basic criterion of the reproduction process. In combination with other tools of 
management, they should create more demanding conditions for economic activity and 
decisionmaking in economic matters at all levels of management during the Seventh 
Five-Year Plan. 





Purpose of Pricing According to the Set of Measures 


Further improvement of the planned management system of the national economy con- 
centrates on achieving substantial progress in increasing the effectiveness and 
efficiency of the economy, mobilization of our export potenti1i and more inten- 
sive participation in international division of labor. 


Calculation of economic advantages of planned measures and their implementation 
must become an i:.cegral part of dec tonmaking process at all levele of management 
and in al) areas. This laye down tc. o fundamental requirements for prices 
which must: 


a. become a more accurate and stricter criterion of measuring the efficiency of 
social labor expended. Thies requirement can be met particularly by: 


~-more flexible adjustment of the price level and price relations to the develop- 
ment of domestic and external economic conditions of the national economy; 





~-objectification of domestic prices of producte by the application of criteria 
ensuing from international division of labor; 


bd. promote economy in production, development of producte with high technical 
etanderde and quality, and aleo effective changes in the production programe by: 


~-applying the price and cost limite aleo to the newly developed producte and 
production technologies; 


~-enforcing euch methode of price-setting which will determine the proper price 
level and correct relations between the prices of new products from their social 
useful value; 


~-broader use and increased effectiveness of price incentives; 


c. effectively prevent economic organizations from “complying” with the qualita- 
tive indicators by meane of prices and contribute to the observance of state eco- 
nomic discipline. 


Planned Measures for Improving of Pricing System 
1. More Realietic Evaluation of Material Inputs 


The basic price measure planned for the Seventh Five-Year Plan which will pro- 
vide appropriate economic criteria, corresponding to the economic conditions of 
economic development in the forthcoming period, ie the increase in the wholesale 
prices of fuels, energy and some raw materials, and ite projection into the pri- 
ces of producte in the technologically interrelated stages. This will be reflected 
in the anticipated increase in the purchase cost of imported and domestic resour- 
ces during the period of the Seventh Five-Year Plan. This measure will be imple- 
mented in euch a manner that the prices will not only reflect the trend in the 
socially necessary costs, but aleo exert effective preseure for economy and most 
effective use of fuele and energy, and raw and industrial materials in the pro- 
cessing industry. 


In connection with the comprehensive revision of wholesale prices on 1 January 
1977, which resulted in the average 52 percent increase in the prices of a basic 
eet of raw materials, and partial increase in the wholesale prices of certain 
types of fuels and energy on 1 January 1979 (heating ofle and coal for power 
plents by 7 percent, electric and heat energy by 3 percent), the level of whole- 
sale prices of fuele and energy will be raised on the average by 49 percent dur- 
ing the Seventh Five-Year Plan (in comparison with the 1978 prices). 


Thies increase will be effected in two ways: 


a. during the 1980-1985 period, the wholesale prices of all domestic and impor- 
ted fuele and energy (coal for power plants and coking coal, coke, heating oils, 
natural gee and gas for lighting, electric and heat energy) will increase 2 per- 
cent every year. As in 1979, the effect of this increase on the users will not 
in principle be reflected either in the prices of their products or the planned 
value indicatore (cost, profit). Thies price measure will thus--together with 
other toole of management--exert economic pressure on the users and impel them 
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to the gradual reduction of etandard consumption of fuele and energy, their more 
economical use or to offsetting of price increases by economizing in other areas. 
Ae a result, there will be by 1985 « general increase in the wholesale prices of 
solid and liquid fuele by 19 percent, of electric and heat energy by 15 percent, 
of gaseous fuele by 12 percent (in comparison with 19786), while some rates of 
reilroad freight transportation will increase in 1981; 


b. moreover, eimultaneously with the above measure, there will be on 1 January 
19861 a single, nonrecurring increase in the wholesale prices of all imported and 
domestic fuele, energy and some raw materiale (for example iron, manganese and 
chromium oice, molybdenum and tungeten concentrates, sinc, tin, lead, alumioum 
oxide, crude of] and products refined from it, and ammonia). This increase in the 
wholesale prices (together with the increase in the wholesale prices of other raw 
materiale euch ae natural rubber, hides, fibrous asbestos, fluorite, but aleo of 
other so-called importe and rates of freight railroad and river transportation) 
will, ae of 1 January 1982, be reflected in the wholesale prices of ferrous, non- 
ferrous and engineering metallurgy, secondary metallurgical production, building 
materiale as well as in other sectors (groups) consuming considerable amounte of 
rew materiale and energy. Thies one-time increase in the wholesale prices of 
fuels, energy and raw materiale will exceed WO percent. 


In addition, the wholesale prices of precious metale (gold, silver, platinum, 
palladium, rhodium, and indium) are being increased by 171 percent on the average 
in 1980 and thie increase will be reflected in the interrelated groups of pro- 
ducte. On the other hand, the wholesale prices of synthetic fibere are reduced 
by 13.5 percent on the average which will be reflected in the prices of products 
of textile and garment industries. The consequences of these price changes will 
be reflected in the respective seetions of the national economic plan. 


All production sectors which coneume them must participate in offsetting thie sub- 
etantial increase in the prices of materiale. Moreover, the effect of these 
changes must be increasingly compensated for by the higher prices of our pro- 
ducts exported to foreign countries (improvement of exchange relations, reduc- 
tion of the cost of earning hard currency, and etabilization of rates of ex- 
change), and every production sector must continue to explore the possibilities 
of mitigating the impact of these changes on the domestic prices by reducing ite 
excessive profit and planned coste. Only with such a procedure can the increase 
in the general level of wholesale prices be reduced to 8 to 9 percent, though 
with a varying price trend in individual sectors, branches anc ,:oupe of products. 


Thie one-time revision will affect the wholesale prices of approximately two- 
thirds of the products of the national economy. At this point, the new price 
liste heave been completed for approximately one-third of the producte for which 
the prices change. The organizations, price coordinators and central agencies 
must pay extraordinary attention to the price liste which etill have to be pub- 
lished. Not only that, the substantial increase in the wholesale prices will 
change the views on what is or will be profitable for our economy. For thie 
reason, the economic organizations should take into account these changes when 
determining the value criteria (regardless of their gradual application) al- 
ready in the preparation of plan estimates for 1981] and the Seventh Five-Year 
Plan. It ie necessary aleo to prepare without delay the pertinent technical and 
organisational measures for rationalization of consumption and for the more 


ll 








efficient utilisation of fuele, energy and raw materiale. Ability or inability 
of the economic organizations in thie respect will be reflected in the economic 
reeulte value added and other qualitative indicators. By ite consequences (ac- 
cording to the Get cf Measures), it will more directly affect the economic devel- 
opment of organisations and will be more markedly reflected aleo in the monetary 
incentives for the managerial personnel and work collectives. 


For the same reasons, the organisations must pay attention to the planned revi-~ 
sione of central price regulations of imports: these regulations cover 55 per- 
cent of the total import volume at the present time. Although theee regulations 
will remain essentially unchanged in the future, the number of items with regule- 
ted prices will be limited to those which are most important from the standpoint 
of the national economy (at the same time, the rates of the actual price equaliza- 
tion will be made acre flexible). The domestic users will thue buy imported pro- 
ducte for manufacturing consumption at the fluctuating purchase prices on a lar- 
ger ecale. 


2. Application of Cirteria of International Division of Labor in Evaluation of 
Production Process Outpute 


Apart from consistent economy in consumption of increasingly more expensive and 
lese accessible imported and domestic raw materiale, the principal way to mitigate 
the effect of the increase in their world prices is the most effective use of 

rew materiale for manufacture of products with high technical etandarde and qual- 
ity. We cannot waste raw materials for manufacture of sub-standard or standard 
products, and the goal of innovations must be to produce competitive, top quality 
products. Only then can we anticipate their economically successful sale on the 
foreign markete. 


A more substantial change in thie respect can be achieved only, if production 
will take into account not only the technical requiremente of world markete (tech- 
nical etandards, quality, design and assortment), but aleo the economic para- 
meters, that ie the price attained. 


Commenting on thie matcer at the nationwide work conference mentioned above, CSSR 
Premier L. Strougel stated: “Though it cannot be carried out at once, the transi- 
tion to world prices is an economic and political necessity. Only thus can condi- 
tions, criteria and motivation be created for management on the level of prominent 
producere both in the socialiet countries and the rest of the world.” 


The higher adaptability of our economic organizations to the changing value cri- 
teria abroad will be achieved not only by the material inputs. It is imperative 
to adopt more consistently than in the past aleo the criteria used on the demand- 
ing foreign markets for measuring costes and social utility of outputs, and thus 
to control the technical, technological and economic development in our enterpri- 
see. 


The approved Set of Measures abeumes that closer links between the foreign and do- 
mestic prices will be established in all areas of the pricing system. The solu- 
tions of these problem and their incorporation into the implementation procedures 
will be gradual and extraordinarily demanding. This will apply in the first 
place to the sectors exporting a sajor part of their production (including the 
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reepective subsidiary sectors), to the area of price limite and price incentives, 
and gradually aleo to price-setting and price revisions. The point te that the 
evaluation of innovations at wholesale prices must match their evaluation on the 
demanding foreign markete and chat the differential export indicator must not de- 
teriorate. In principle, we must etrive to have the varying profitability of pro- 
ducte at wholesale prices be bilaterally commensurate to their profitability in 
external economic relations. A basic precondition for the effective solution of 
these problems is the implementation of respective measures in the financial, eco- 
nomic and currency area. 


3. Improve..at of the Pricing Syetem, Price Incentives and Price Contro) 


Further progress must be achieved in setting the prices of new products. The em- 
phasie must be placed on working out methods and waye which will direct innova- 
tions to the high social utility value of products. The best implementation of 
such an approach will be the application of parametric and normative criteria in 
the introduction of comprehensive and group prices in additional areas. To 
achieve this objective, agreement must be reached with individual ministries on 
bringing up-to-date the obligatory methods of price-setting. In thie context it 
ie aseumed that by these up-to-date methods of price-eetting the price system as 
a whole will be made more realistic. 


The point of departure for the improvement of pricing of new producte is the wider 
application of price and cost limite which ensure a consistent application of 
economic criteria ase early as in the research stage and throughout development of 
producte. 


Further improvement is necessary aleo in the area of price incentives, whose rules 
were amended in 1978 on the basie of experience gained in the implementation of 


the Comprehensive Experiment, in the following respecte: 


--reciprocity must be achieved in price incentives because the increase in the 
funde reeulting from preferential pricing has not corresponded to the trend in 
penalty price reduction in recent yeare. 


1978 1979 1979/1978 Index 
(Million Kes) (%) 
Preterential pricing 1,312.1 2,126.9 162.1 
Penal price reduction 216.5 260.6 120.4 


Thie will call for new measures in the area of both preferential pricing and pen- 
alty price reduction, evaluation of products and pecuniary incentives. They must 
aim at: 


-~a more detailed elaboration of reasons for the preferential pricing ef techni- 
cally progressive and high quality products. Prices incentives based on the ef- 
fectiveness of exporte must be objectified and differentiated in both directions. 
In epecital cases, efficiency of exporte can be used as an independent criterion 
for price incentives; 
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~“-a more thorough evaluation of products by teeting laboratories of individual min- 
letries, increased capacities and revised, more up-to-date rules of evaluation of 
technical progreesiveness by the central agencies directing technical policy; 


~-application of surcharges on and reduction of base prices instead of preferen- 
tial pricing and penalty price reductions, respectively; 


~-eeeentially not changing either the maximum ecope or principles of interlinking 
price incentives with the incentive eysetem and methodology of planning. 


Price control will be intensified in the following respects: ore emphasie wil) 

be laid on ite prevention; it will concentrate on the main provisions of price 
measures and particularly on capital investment; control actions will be better co- 
ordinated particularly in regard to VHJ [economic production unite); edditional 
levies and sanctions will be more strictly enforeed. 


4. Improvement of Methode and Tools in Revising Wholesale Prices 


In connection with the implementation of price revisions in the first half of 

the Seventh Five-Year Plan, material probleme of the Seventh Five-Year Plan and 
methodological and organizational conditions created in accordance with the Set 

of Measures in other areas of management, a concept will be worked out for rationali- 
tation of the price system after 1982. If the unfavorable trend in the exchange 
relations in our foreign trade continues, it will be necessary to revise and bring 
up-to-date the wholesale prices of additional raw materiale during the second half 
of the Seventh Five-Year Plan and to make preparations for the rationalization of 
wholesele prices of raw materiale for the Eighth Five-Year Plan. Moreover, the 
price revisions in the processing industries will promote « speedy application of 
scientific and technical achievements, increased output in new production capa- 
cities in accordance with the state target programs, and more accurate reflection 
of production profitability in wholesale prices. 


Together with the improvement of long-term plans of development of prices appro- 
ved by the government, a system of operational changes in wholesale prices will 
be verified. Obviously thie will be necessitated by the need for more flexible 
changes based on the relative profitability of producte in combination with the 
value added indicator. 


The implementation of the above improvement of the price system is closely rela- 
ted to the creation of necessary preconditions in other ereas of management. This 
primarily applies to the introduction of the systems forecasting of trends in the 
foreign prices of importe and exports; planning of costes by sectors; improvement 
of norm-eetting, records, calculations, and evaluations of products; wider use of 
typification and etandardization; following up of act’ al prices in relation both 
to the planned price revisions and price changes not anticipated by the long-term 
plan; elaboration of simpler methods of projecting the differences produced by the 
price changes into the indicators of the national economic plan, and so on. 


It fe clear that precisely the prices are one of those areas in which the imple- 
mentation of taske listed in the Set of Measures should cast more light on the 
resulte achieved by the enterprises as well as on the standard of their management. 
As pointed out by G. Husek, general secretary of the CPCZ Central Committee, in 

his concluding statement at the 15th Plenary Session of the CPCZ Central Committee: 
"...the enforcement of these criteria will not always be popular and easy, but the 
interests of the society require that we do not moderate then.” 
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CZECHOSLOVAKIA 


DOMESTIC FLIGHT PRICE INCREASE ANNOUNCED, EXPLAINED 
AU201313 Prague RUDE PRAVO in Czech 17 Oct 80 p 2 


["IS"-signed report: "Part of the Rationalization of Transportation; On the Adjust- 
ment of Tariffs for Domestic Air-Routes" | 


[Text] Prague, 16 Oct--At a press conference held in the office of the CSSR Govern- 
ment Presidium Building representatives of the Ministry of Transportation reported 
on the adjustment of tariffe for domestic air transportation. The new prices go 
into effect simultaneously with the introduction of the winter flight schedule on 

1 November 1980, 


The average price increase is, in comparison with the previous tariffs, 100 percent. 
It ie lower for flights to more remote places. An air ticket from Prague to 
Bratislava, for instance, will coset KCS360 and from Prague to Kosice KCS480. The 
reduced tariffe for flights on Saturdays, Sundays and holidays are being abolished. 
The reduction of the price of air tickets for those traveling to Spas will remain 
in force and will amount to 20-30 percent. Flights from Prague to Gottwaldov, 
Piestany, Zilina, Brno and fiights on some other routes will be limited. More 
detailed information will be given by the Czechoslovak airlines offices. 


The last adjustment of prices of air tickets for domestic transportation was carried 
ouc in 1969. The operational costes of air traffic have increased significantly in 
the ll years since then. The purchasing cost of the new types of airplanes that 
were introduced within the framework of the renewal of the Czechoslovak airlines’ 
aircraft pool is almost 3 times higher than that of, let us say, the Ilyushin 18. 
The cost of air fuel has increased 110 percent since 1969 and it is anticipated 

that it will continue to grow. The sum of all these factors has been causing a 
considerable loss in the operation of domestic routes since 1975. Last year the 
loss amounted to KCS182.5 million. 


In 1979 the subsidy for air tickets amounted, for instance on the Prague-Zilina 
route, to KCS583 per seat (the previous cost of the ticket was KCS210); on he 
Prague-Uhereke Hradiste route to KCS285 (KCS150) and on the Prague-Bratis sv. . cute 
to KCS257 (180). A comparison of air traffic with other forms of transfor ation. 
{llustrates ite high demands on fuel consumption. To transport a single «© son 
1,000 kilometers by plane an average of 151 kilograms of standard fuel are needed. 
For bue transportation the figure is 16 and for electrified railroad transportation 
only 5. 
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The above comparisons show conclusively which forme of transportation must be given 
priority in the interest of the overall rationalization of transportation, Other 
countries, too, are dealing responeibly with thie situation. The losses accrued 
from domestic air transportation in Hungary and in the GDR led to ite complete 
discontinuation, The adjustment of the tariffe and the limitation of air traffic 
affecte the traveling public only to a negligible extent. So far almost 95 percent 
of alr tickets have been used for official business. 


More extensive uee of other means of transportation offers compensation for the 
limited operation of domestic air routes. The completion of the entire expressway 
section from Prague to Brno, which will officially be put into operation on 8 
November, will improve and speed up road transportation to Brno, Special bue 
routes using modern and especially equipped buses have been prepared that will make 
up for the limited air traffic in that direction. They will be linked to supple- 
mentary routes. 


Railroad traffic entails greater difficulties. Express trains arrive with coneid- 
erable delays and are fully booked. That applies, above all, to the routes across 
the republic--to the Kosican, Vihorlat and Moravan express trains. The transpor- 
tation section will have to seriously consider these issues, to ensure that the 
complex of rational public transportation offers good services. 


CSO: 2020 
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CZECHOSLOVAKIA 





BRIEFS 


PRAGUE~HAVANA NONSTOP FLIGHTS--As announced by a Czechoslovak Airlines 
representative at a presse conference held in Havana, Cuba, the Czechos- 
lovak Airlines will commence nonstop flights between Prague and Havana 
beginning 1 November 1980. The new route flown by Soviet-made I1-62 
airplane will take only 10 hours, compared with the old route vie 
Montreal which takes 12 hours. [Prague MLADA FRONTA in Czech 25 Oct 80 


p 5) 


CSO: 2400 


17 








GERMAN DEMOCRATIC REPUBLIC 


TRANSPORTATION SYSTEM GOALS FOR 1981-85 PLAN OUTLINED 
East Berlin DDK-VERKEHR in German Vol 13 No 9, Sep 80 pp 292-295, 298 


[Article by Dr Wolfram Paetzold; Heinz Glaeser, geographer; and Udo 
Seidel; all with Planning Department, GDR Ministry for Transportation: 
"Results of the Conceptional Work in the Transportation Syetem--Important 
Prerequisite for the Formulation of the 1981-85 Five-Year Plan." Words and 
passages in slantlines printed in boldface] 


{[Text) 1. The Long-Term Conceptional Work of the Transportation System-- 
Objective Requirement in the Development of the Advanced Socialist Society 
in the GDR 


In regard to the further organization of the developed socialist society in 
the GDR, it is absolutely necessary further to develop the long-term eco- 
nomic planning in preparation for the five-year plans. The standards, the 
rate of development, the growing interdependence of all sectors of society 
and the qualitative changes necessitate decisions that over extended peri- 
ode must be the government's economic policy guideline and thus the basic 
strategic principle for several five-year plans. This is all the more 
necessary, since the progressing socialist economic integration of the CEMA 
member states’ national economies on the basis of objectively operative 
laws calle for agreeements on the problems to be solved--agreements that 
will extend over a period of 10 to 15 and more years. The joint construc- 
tion and operation of the "Friendship" natural gas pipeline which assures 
for decades the European CEMA countries’ supply of natural gas is an 
impressive example of long-term plan decisions. 


Only through long-term agreements will it be possible to insure a steady 
supply of raw materials and energy for the CEMA countries. To safeguard 
accomplishment of such strategic tasks, long-term plans concerning the 
necessary funds and expenditures have priority. 


It goes without saying that this also requires a--correspondingly long- 
term--development of the CEMA states’ transportation systems and capaci- 
ties. Thus the integration of the work required for expanding the inter- 
national links in the long-term conceptional work of the transportation 
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sector hae absolute priority. Im thie regard, the primary objectives are 
the expansion of the transit routes and railroad border-croseing points, 
the expansion of the international road network and the further development 
of the sea routes and inland waterwaye and of the air traffic routes. To 
safeguard international transportation up to 1990, the CEMA countries 
developed and adopted the target program for the development of the inter- 
national transport routes. 


The SED Program adopted in 1976 at the Ninth Party Congress contains the 
basic guidelines for the long-term development of the GDR transportation 
system. The program enjoins the transportation system to meet--by means of 
soctaliest intensification and increased efficiency--the economically neces- 
sary needs of the population and of the national economy in regard to 
passenger traffic and freight transport, systematically to carry out the 
tasks regarding socialist state security and those resulting from the 
socialist economic integration with the fraternal countries. 


In regard to the formlation and specification of the long-term conceptions 
concerning the transportation system, the following long-term programs, 
which were adopted by the state and party leadership, represent important 
starting pointe: 





--Program for safeguarding the supply of energy and raw materials for the 
national economy; 

~-housing construction program ase the cornerstone of the long-term socio- 
political program; 

--program for the development of the GDR capital, Berlin; 

~-plan concerning the geographic distribution of the productive forces, 
including development of the settlement structure and urban development; 

-~plan concerning the development of ecience and technology. 


In addiction, the long-term conceptions of the transportation system must 
take into account other important economic decisions, e.g. decisions con- 
cerning the expansion of the bezirk [GDR administrative unit] towns, the 
deve lopment of the construction sector, the further development of the 
combines in the national economy, and the development of microelectronics. 


Significant long-term decisions were taken in regard to the transportation 
system itself, e.g. in regard to rationalization of the DR [GDR railroad], 
the expansion of maritime transport and harbor management, the development 
of the transport links between the GDR and the CEMA countries and of the 
links with the FRG. Finally, the long-term work of the transportation 
sector must draw on forecasts concerning population trends and transport 
needs and on scientific studies and plans concerning the development of 
technologies. 
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2. Function, Objectives and Pointe of Main Emphasis of the Conceptional 
Work in the Transportation System 


The planning of the GDR transportation system is based on the objectively 
operative economic lawe of the developing socialist society. The planning 
system comprises the objectives for the transportation sector as a whole 
and for the individual combines, enterprises and work collectives. Only in 
this way can the planning meet the requiremente concerning the development 
of socialist democracy. In accordance with their function, a distinction 
is made hetween short-, medium- and long-term plan objectives. As a rule, 
the planning of transport work proper ie done on a short-term basis, where- 
as the establishment of the material prerequisites for transport work calls 
for longer time spans and thus is the subject of long-term planning. The 
training and distribution of the workers--a prerequisite for their employ- 
ment--likewise necessitates long-term planning. 


In the transportation sector in particular, lomg-term planning is essential 
due to the longevity of the transport routes and buildings and the wide 
territorial range of the transportation networks with the resultant serious 
effecte in regard to the sites of social production and the residential 
settlements. However, the procurement and employment of means of trans- 
portation also call for long-term developmental planning. The reproduc- 
tion--in terms of volume and structure--of the large motor-vehicle fleets 
and rolling stock is another primary concern of long-term transportation 
planning. 


For this reason, the long-term conceptions regarding the development of the 
transportation capacities over a period of 15 to 20 years are of great 
importance. The elaboration and formulation of the objectives of the five- 
year plans and annual plans ie carried out on the basis of these long-term 
conceptions, which have helped to insure steady improvements in transporta~- 
tion efficiency and effectiveness. 


In 1978, the "Conception for the Development of the Transport System'-~-a 
document that is of great importance in regard to the preparatory work for 
the 1981/85 five-year plan and that forms the foundation for long-term 
plans--was drawn up in the Ministry for Transportation (MfV). In contrast 
to the five-year plans, this conception is meant to provide general guid- 
ance, with decisions to be made for certain circumscribed provlems. Of 
crucial importance is the determination of the course to be pursued in 
regard to the changes to be made, especially in regard to the qualitative 
improvement of certain aspects of the transportation process and the order 
of priority of the measures to be taken. Another important task of the 
long-term conceptional work is to show variants and alternative solutions 
and at the right moment to submit them to the decision-making organs. 
Identification of the right moment for a decision is of great importance. 
Thus, in connection with the construction of a new residential district in 
Northeast Berlin--which is scheduled to begin after 1985--the decision 
regarding the link-up to the capital's existing transportation network was 
made in 1979, which left sufficient time for preparatory work. 
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Decisions concerning the introduction of new technologies and means of 
traneportation are likewise of great moment. Their consequences--over the 
next decadee-~-must be determined and taken into consideration. We would 
like to adduce here a few examples concerning general qualitative improve- 
ments of the transportation system, which are to be prepared in the frame- 
work of the long-term conceptional work and then submitted to the decision- 
making organs: 


--Traction conversion of the DR [GDR railroad) and determination of the 
ultimate reepective shares of electric and diesel traction; 

-~development of the DR freight car stock and its composition, e.g. ratio 
of special to general-purpose railroad cars; 

~-development of container transportation; expansion of the terminals and 
procurement of the specialized means of transportation; 

--introduction of EDP technology in the transportation system; 

~-expansion of the seaport of Rostock and of the DR feeder routes; 

--expansion of the Berlin-Schoenefeld airport; 

~-development of the air service in GDR agriculture; 

~-determination and specification of the expansion parameters of the major 
transportation networks in accordance with the economic requirements; 

~~determination of the DR's volume of new construction of freight cars, 
passenger care and containers; 

--provisions concerning the construction of new railroad lines, highways 
and other important transportation projects. 


These few examples are to illustrate the great impact on the long-term 
reproduction process of the transportation system and the national economy. 


The long-term conceptional planning must disclose the dialectical correla- 
tion of the processes from their beginnings to the end and it must provide 
the decision-making organe with reliable data. Thus the long-term concep- 
tional plane must be based on analyses covering sufficiently long periods. 
Through thorough study of the developmental factors, experience and new 
requirements, it will be possible to formulate realistic, mobilizing and 
efficiency-promoting tasks. 


The following representations are concerned with certain theoretical 
aspects of long-term planning as a stage in the planning work. Aside from 
the principles applying to the five-year plans and annual plans, there are 
a number of special factors that must be taken into consideration in the 
elaboration of long-term plans. Long-term plans are characterized above 
all by the following three principles: 


Safeguarding of 
--continuity 
--overall integration 
~-optimization. 
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/Continuity/ means--among other things--to insure a smooth transition 
between the individual five-year plan segments and not to permit any 
imbalance. 


Experience has shown that it is very difficult to mesh the long-term plans 
with the current five-year plan. Frequently, there remains a large gap 
between the tasks of the last year of the five-year plan and the complex 
taske of the following first year of the long-term plan, which in part 
resulte from insufficient consideration of the material possibilities and 
other concrete realities, It is therefore necessary to insure continuous 
annual teedback and also specification of the plans and tasks so as to 
safeguard continuity from the present to the objective pursuit. 


Another principle is the enforcement of /overall integration/ of the long- 
term plans. Practical experience has shown that it is not sufficient to 
draw up and adopt programs or conceptions only for certain selected fields. 
We must aleo insure comprehensive coordination and systematic integration 
in the sector's entire reproduction process. Only in this way will it be 
possible to make an appropriate and optimal decision concerning the use and 
order or priority of the funds and of the public labor resources. 


Finally, in regard to enforcement of the principle of /optimization/, it is 
important that we recognize maximum stable utility as the main criterion of 
every long-term plan. The objective is to meet the transportation needs 
with the lowest possible economic input. In this regard, we must not 
merely focus on certain individual aspects of efficiency; our decisions 
must be oriented toward overall integration. Thus it was justly resolved 
years ago to approve the modernization of the trolley lines as an optimal 
solution for suburban transp:rcation in the GDR. Subjective proposals con- 
cerning expensive and uneconomical--albeit effective--monorail and cabin 
shuttle systems were rejected. To insure a proportionate and balanced 
development, the optimization of the GDR transportation system must be the 
primary criterion for all decisions. 


In contrast to the five-year plans, the long-term plans of the transporta- 
tion system cannot take into account /all/ details of the reproduction 
process. For example, the financial targets are not detailed in advance 
for 10 to 15 years. Consequently, it would not make much sense to draw up 
for the transportation system a net profit plan or plans detailing the 
individual employee's wages or salary. It is the qualitative aspects that 
determine the focus of the technical-economic tasks. It is imperative that 
we establish the main lines of development and identify the areas of main 
emphasis. 


In accordance with the tasks specified, long-term transportation planning 
calls for special procedures and a special target nomenclature that must 
agree with the procedures employed for the five-year plans. It is essential 
that the tasks and objectives of the long-term plans can be expressed in 
terms of plan targets of the individual economic entities, since otherwise 
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it would be impossible to verify their implementation and they would thus 
remain ineffective, While verbal formulations concerning the orientation 
and focal pointe of Craneportation policy are important and necessary, 
eepecially in regard to the clarification of basic positions, they require 
target= and eector-related complementation and concrete specification of 
the taske of the economic entities and thus of the collectives. 


The following target groupe are necessary in regard to isolation of objec- 
tives from the long-term plans: 


“Volume of freight traneport and passenger traffic; 

~-development and utilization of capacities; 

~~targete for ecience and technology concerning qualitative improvement of 
production; 

~-inveetments, construction shares, equipment, priority projects; 

~-demand for and consumption of energy and raw materials, broken down by 
key items; material input per M 100 of commodity output; 

~-demand for and utilization of public labor resources, manpower, high 
echool graduates; 

~-commodity production, net output, labor productivity, capital input; 

~-valute targets for exports, importe and services; 

~~areas of high transportation density in the national economy. 


To identify qualitative changes of etandards, it is necessary to include in 
the long-term plane targets that aleo appear in the annual plans and that 
are listed in the master summary sheet (e.g. freight car turnaround time). 
This is especially important, because the development of qualitative fac- 
tore playe an increasingly significant role in the transportation system. 


In regard to the procedural epproach, one should point out that a crucial 
prerequisite for advance planning is the thorough analysis of past proc- 
esses, i.¢. an analysis that considers not only their individual develop-~ 
mente, but aleo their interrelationship and general framework. Only in 
this way will it be possible to work out a complex, practicable strategy in 
which the significance of the individual tasks derives from the overall 
objective. Experience has shown that it is easier to determine what forces 
are to be concentrated on what targete than simultaneously to decide what 
consequences thie will entail in regard to the postponement or abandonment 
of other taske. For example, it is quite clear that a continuing concen- 
tration of road construction capacities in one bezirk [GDR administrative 
unit] is bound to entail « reduction of the rate of construction or of 
capacities in other bezirke. 


In the system of transportation planning, the following long-term plans 
have proved successful: 


1. Conception concerning the development of the GDR transportation system-- 
a basic strategic document. 








2. Long-term plan conception developed by the Ministry for Transportation 
for three five-year plan segmente--the moet important coordinating plan 
document, which eervee o@ a general guideline for the transportation 
branches and besirke. 


3}. Long-term programe for key objectives in the field of rationalization 
such as 
~~@lectrification 
“seaport Craneshipment 
--pplication of microelectronice 
~~expansion of the DR's double-track lines. 


4, Master transportation plane of the bezirke and cities. 


5. Developmental conceptions of the branches, combines and enterprises on 
the basis of basic guidelines concerning the main lines of development 
and the general framework in accordance with the principal plan 
doc umente. 


It is eeeential that the entire conceptional work be centrally controlled 
in accordance with the documents concerning the development of the GDR 
economy eo that each sector can be optimally integrated in accordance with 
the interests of society as a whole. Thus in domestic traneportation, the 
division of labor among rail traneport, motor transport and inland naviga- 
tion must not be based on the development of the individual carriers; 
rather, it ie based on the freight transport requirements of the national 
economy and is determined in consideration of the objective to organize the 
freight transport syetem as efficiently ae possible. in this regard, 
energy consumption is an increasingly important factor. As is well known, 
the specific energy coneumption in motor transport is three to four times 
as high as the energy consumption in rail transport. Thus a key objective 
ie to carry out long-distance haulage by rail instead of motor transport. 


In regard to the elaboration of long-term plane, comparisons with the inter- 
national level are another meane of formulating ambitious targets. Natu- 
rally, it will not alwaye be possible to produce internationally competi- 
tive results in all sectors of the GDR transportation system. The crucial 
teek is to try to realize the maximum efficiency attainable under the 
conditions prevailing in the GDR and to coordinate the measures taken in 
the gradual organization of a unified transportation system for the CEMA 
countries. 


3. Development of the GDR Traneportation System As a Result of the Concep- 
tional Work in Preparation for the 1961/85 Plan Project 


In the long-term conceptional work that is carried out--both on the 
ministerial level and in accordance with the “Decree on the State-Owned 
Combines, Combine Enterp.ises and State-Owned Enterprises" (GESETZBLATT 
[Legal Gazette) Part 1, No 38, 3 Nov 1979)--in the combines and enterprises, 
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the ascertainment and determination of the economy's requirements in regard 
to freight Craneport and passenger traffic represents « crucial target 
variable. 


The 10th and the Lith session of the SED Central Committee established the 
main lines of economic development for the 1980's. Special emphasie wae 
placed on the necessity to curtail the epecific coneumption of raw mate~ 
riale, energy and materiale. For the national economy, transport coste are 
production input, which must be kept ae low ae possible. Thus, following 
up on the 10th sesston of the SED Central Committee, the Ministry for 
Transportation submitted "Proposale Concerning the Reduction of the 


Economy's Transportation Input." 


In consequence of the continuous development of the national economy, the 
totel volume of domestic transport increased 142.0 percent during the 
period from 1970 to 1979. The cost of this transport work ie nearly 
equivalent to the coset of the electric energy consumed by the producing 
sectors. Consequently, in order further to intensify social production and 
to meet the socially necessary, absolutely growing transport requirements, 
it is necessary to curteil the transport requirements per unit of distrib- 
utable end product, i.e. to reduce the traneport intensity (Figure 1). 


Figure 1. Development of Commodity Traneport Intensity 
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The curtailment of the specific transportation expenditures is economically 
as important ae the curtailment of the specific material and energy input. 
Through the "Decree on the Reduction of the Economy's Transportation 
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Input” of 26 July 1979, the Council of Minietere established the concrete 
targets for reducing by } percent the specific social expenditures on 
freight Craneport. 


The implementation of the above-mentioned decree of the Counei] of Mini- 
etere ie @ significant intensification factor both for the freight- 
diepatching enterprises and for the transportation syeten. 


Through the transport optimization in the minietries for 

--coael and energy 

~-conetruction 

~-chemical industry, 

it wae possible to reduce the volume of transport services for selected 


types of goods. 


Within the framework of these objectives, the target for the coming five- 
year plan for the period from 1981 to 1985 ie to reduce the planned 1980 
transport volume of 153 ton-kilometere per M 1,000 of GHP to at least 1M 
ton-kilometere per A 1,000 of GIP. Thies calle for further improvemente in 
the economic transportation pleaning and for implementation of the resolu- 
tions concerning reduction of the transport volume in all sectors of the 
netionsal econogy. 


These objectives can be attained only through close socialist cooperation 
between the transportation eystem and the traneportation client. The con- 
ceptiona) and organizational prerequisites for the implementation of these 
objectives have been established. It is now necessary actually to meet the 
targete set. 


At present, the public transportation system, including passenger traffic, 
accounte for approximately 20 percent of the GDR's total energy consumption 
and for two-thirds of the total consumption of diesel fuel. Thus the 
treneportation system occupies third place among the energy consumere of 
the GDR economy. 


The motive power used to propel vehicles accounte for 80 percent of the 
energy consumed by the transport sector. 


The necessity to effect energy savings of 3 to 4 percent per year forces 
the transportation system to re-examine the division of labor among the 
different carriers. It will be necessary to accelerate the development of 
the profitable and energy-efficient carriere--imland nevigation and rail 
traneport--and to maintain at the same level or reduce the volume of motor 
transport (Pigure 2). 


Energy economy is an increasingly crucial prerequisite for the further 
development of the division of labor in the transport sector. Much gore 
then ever, energy economy is the determining factor in regard to the 
efficient allocation of transport jobs to the various carriers. Aside from 
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Figure 2. Development of GDR Dometic Freight Transport 
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inland navigation, it is electric rail traction in particular that has 
turned out to be energy-efficient. Consequently, efforts are being made 
to expand ae much as possible the capacities of these carriers. According 
to calculations, the energy consumption per 1 ton of freight hauled by 
motor traneport, by rail, and by inland navigation can be expressed by the 
ratio 3}: 1: 0.6. The directive passed by the Ninth SED Congress on the 
1976/80 five-year plan stated: “It is the responsibility of the trane- 
portation eystem to meet the continuously growing demand of the population 
and the national economy in regard to paseenger traffic and freight ctrans- 
port.” This means that in order to meet the transportation and haulage 
requirements, it ie necessary to establish the /economically most efficient 
division of labor/ among the various carriers. The establishment of an 
optimal division of labor is « permanent concern at all planning stages. 


In the coming years, it will be necessary significantly to improve the 
efficiency of the railroad system and of inland navigation. Thus according 
to present plane, the share of rail transport in domestic freight haulage 
is to rise by 1985 to approximately 73 percent and the share of inland 
navigation, to approximately 3 percent. To meet these targets, the German 
Railroad will initially have to take over 10 million tons of goods from the 
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long-distance motor transport sector. By 1965, inland navigation--the most 
energy-efficient carrier=-ie to double the average annual increase attained 
during the period from 1976 to 1980, 


Due to the performance increases effected by the individual carriers, it 
will be necessary more efficiently to utilize the available transportation 
ineteallationse and capacities. Ae a reeult of the intensified further con- 
eolidation of the material-technological foundation of the carriere German 
Railroad, maritime and harbor shipping, and inland navigation, the pre- 
requisites for an optimal division of labor have been established (Figure 3). 


Figure 3. Development of GDR Domestic Freight Traneport Since 1960 
(The values up to 1980 are in keeping with present targets) 
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Ae ie the case in the freight transport sector, it is necessary to estab- 
lish a more efficient division of labor in the passenger traffic sector. 

In regard to passenger treffic, the primary objective is to safeguard and 
qualitatively improve the commuter traffic for workers and «. dents and the 
tourist traffic and to establish transportation links with new residential 
dietricte. 


In accordance with the stipulations of the housing construction program, 
during the period from 1981 to 1985 new residential districts comprising a 
total of 450,000 apartment unite must be linked up to the existing trans- 
portation networks, preferably by means of rail vehicles. The railroad 
will be developed in such a way that motor transport services over long 
distances can be taken over by rail transport. At present, studies are 
being carried out to ascertain to what extent buses can expediently be used 
as meane of local transportation. 
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It i# only through socialist rationalization and on the basis of the find- 
inge of ecience and technology that these objectives for the 1980's can be 
attained. Consequently, the research and development work of the trans- 
portation system focuses on socialist rationalization. In keeping with the 
role of rail traneport and maritime and harbor shipping in domestic and 
international transportation, the ecientific-technological work is primar- 
ily concerned with rationalizing these sectors. Among the focal pointe of 
ecientific-technological work for the period from 1981 to 1985 are the 
following: 


~~Acceleration of the rate of electrification of the DR; 

~-accelerated equipment of DR tracke and stations with efficient blocking 
and telecommunications systems; 

~~rationaligation of the seaport transshipment and throughput processes; 

--continued expansion of the DR's double- and multitrack lines; 

~-mechanization of the DR switching yards; 

~-rationalization of motor freight traneport by means of optimization. 


In regard to freight transport and in the rationalization of the transship- 
ment processes, the ecientific-technological work is oriented toward reduc- 
tion of transportation expenditures and toward increased utilization of 

reserves 60 as to improve transportation quality, reduce freight losses or 
damage, and increase the degree of mechanization of the transshipment work. 


The scientific-technological work in the passenger traffic sector focuses 
on the following areas: 


--Continued technological improvement of the passenger transportation and 
dispatching processes and preparation of the use of efficient technologi- 
cal devices; 

~-elaboration of complex, technical-organizational measures aimed at 
improving traffic eafety, including the technical installations required; 

~-development of automatic reservation systems. 


To attain the efficiency targets in regard to material and energy consump- 
tion, the following measures are planned: 


~~-Increased use of electric traction by the DR; 

--further development of the division of labor among the carriers in favor 
of rail traneport and of the relatively increased use of inland naviga- 
tion in masse freight transport; 

~-reduction of deadheading for all carriers; 

~-increased use of electric means of local transportation; 

--use of microcomputer’ as on-board calculators to insure the most energy- 
efficient operation. 
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* Summary Conclusions Concerning the Preparatory Work for the 1981/85 
an 


Through the variegated work carried out in the Ministry for Transportation, 
in the begirk and city councils, in the combines and, in particular, in the 
research institutions, significant progress hae been made in regard to 
definition of the crucial taske of the transportation system for the period 
from 1981 to 1985. As a basic integrating document, the "Conception Con- 
cerning the Development of the Transportation System Until 1990" hae been 
of grest value. Furthermore, the results produced in connection with the 
work on .iw CEMA target program for the development of transport routes 
were incorporated in the 1961/85 plan project. Finally, the master trane- 
port plans of the bezirks and cities have served as a basis for the 
development of the locally controlled transportation system. 


Ae a result of the development of the national economy, the transportation 
system will be confronted with the following taske during the period from 
1981 to 1985: 





--In collaboration with the transport-intensive transportation clients, 
the epecific transportation expenditures must be reduced--through opti- 
mization and norms--to the economically required level. The passenger 
traffic sector must make greater use of railed vehicles to meet the 
transportation needs of the population. 


--To reduce the specific energy consumption, it will be necessary to accel- 
erate the development of electric traction in the railroad system and in 
urban and suburban transportation and to establish an optimal division of 
labor among the carriers. 


--The scientific-technological work and the rationalization efforts must be 
concentrated on the reduction of the specific transportation expenditures 
and on labor and working time economy. The individual transportation 
sectors must incorporate the latest scientific-technological findings in 
the five-year plan and the annual plans. 


«~-The policy giving priority to improvement of the efficiency of the rail- 
road system, of maritime and harbor shipping and of inland navigation 
will be pursued further. 


Generally speaking, one can safely say that the successful development of 
the transportation system must and can be continued in the coming five- 
year plan period. The introduction of new technologies, the expansion and 
modernization of the infrastructure, the procurement of new transport con- 
tainery and transshipment machinery, and the rationalization of transport, 
construction and industrial production require--aside from scientific ana- 
lyses--above all the creativity and initiatives of the traneportation 


workers. 
8760 
c90: 2300 
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GEAMAN DEMOCRATIC REPUBLIC 


WEST GERMAN ANALYSIS OF GDR COMBINE SYSTEM DEVELOPMENT 





Cologne DEUTSCHLAND ARCHIV in German Vol 13 No 9, Sep 80 signed to press 22 Aug 80 
pp 929-942 


[Part I of ‘Analyses and Reporte’ feature article by Kurt Brisann and Manfred 
Meleer: “The New Combine Decree in the GDR -- Possibilities and Limite of the 
Productivity Stimuli of the Newly Formed Combines.” Subsequent parte will be 
translated and published in thie JPRS series as they appear. A translation of the 
combine decree cited in footnote 1 is available in JPRB 75361, 24 Mar 80, BAST 
EUROPE REPORT: POLITICAL, SOCIOLOGICAL AND MILITARY AFFAIRS No 1774, pp %4-75, 
Translations of articles and laws cited in other footnotes are published in indi- 
cated JPRS issues of BAST BUROPE REPORT: BOONOMIC AND INDUSTRIAL AFFAIRS: Footnote 
26, NEUB JUSTIZ article by Klinger -- 75167, 20 Feb 80, No 1961, pp 20-25; foot- 
notes 3% and 9, BINHBIT article by Friedrich and Kroemke -- 75132, 14 Feb 80, 

No 1980, pp 15-26; footnote 42, GESETZBLATT Balancing Order -- 75995, 7 Jul 80, 

No 2021, pp 76-115; footnote 44, both GESETZBLATT pricing orders -- 76061, 

17 Jul 80, No 2025, pp 18-41; footnote 59, article by 
Ceriech and Hofmann -- 73083, 26 Mar 79, No 1872, pp 13-00; and four EINHRIT arti- 
cles cited in footnotes 67 (by Kosiclek), 68 (by Kroker and Fri ch) and 73 (by 
Kroenke) -- all published in 76104, 26 Jul 80, No 2026, pp 3-4 








The “Decree on the State Combines, Combine Enterprises and 
State Enterprises,” dated § Noveaber 1979, 1 provided a legal 
framework for the revision in the organisatiomal structure of GDR 
industry and construction that had been taking place since 1 Janu- 
ary 1978,2 relatively quietly at first and then with a great 
propaganda display.” The GDR views thie reorganisation as a fur- 
ther step “toward improving management and planning in the present 
phase” of e “continued etructuring of the developed socialist 
society. 


The economic leadership in the GDR is concerned with two things 
here: 


1. The establishment of combines with improved internal struc- 
tures is intended to bring together all production unite of ia- 
portance to a single product group (including sanufacturers of 
means of production) and to centralise other industrial sanage- 
ment tasks as well (such as sarketing and research). 
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2. With these combines -- as economic unite of a higher order -- 

the attempt is being made to make planning more practice-oriented 

and bring it closer to production, to eliminate previous function- 
al weaknesses ani to achieve generally better results. 


Taken together, they represent a tremeniou task which -- in view 
of the abundance of industrial management problems involved in de- 
veloping the internal structure of a combine -- is considerably 
easier to formulate than to realise. 


The purpose and significance of the organisational changes sade 
aleo become especially apparent when set against the bacidirop of 
legal provisions that have preceded these changes. 


I. Legal Provisions Concerning Interprise Organisation 
i. Survey of Organisational Provisions of the 1950's and 1960's 


During the development phase of the systenm of central planning and control in the 
Soviet Occupation Zone of Germany of that tine, the enterprises that had been 
eccialised since 1946 possessed no legal competence of their own. Managed by vari- 
ous forme of edainistrative authority (legal entities), they remained dependent 
economic unite. 


It was not until the etart of the 1950's that changes in the direction of relative 
autonomy began to be made, especially in sone large @ enterprises. Introduc- 
tion of the principle of economic accounting made 1952/7 a crucial date in the devel - 
opment of basic oriteria for a relative legal ani economic autonomy on the part of 
VEB's throughout the GDR. Apart from various shifte in the state management pyra- 
mid, the basic principles of VEB organisation remained largely constant in the 
15-year period between 1952 and 1967. Subsequent changes in the general 7 
tions on enterprise organisation then took place at shorter intervals, every 6 


years. 


The “Decree on Taskg, Righte and Obligations of the State Production Enterprise,” 
dated 9 March 1967,” superseded a number of supplementary regulations concerning 
the role of the VEB that existed at that tise, regulations that derived from the 
1950's and 1960's. Nevertheless, “the estate production enterprise” was in 1967 
etill "...the most important socially and legally autonomous wil’ of saterial pro- 
duction” and “a collective of socialist working people.” 


Regulations for “large-scale enterprises” or “combines” -- though the latter were 
certainly not very common, they had been in existence since the 1950's -- were 
written into thie 1967 decree as special cases. 


The “Associations of State Enterprises” (VVB's), glorified by Ulbricht as so-called 
“socialist truste” in the initial period of economic reform after 1963 (New Boon- 
omic System of Planning and Management of the Economy), took over important leader- 
ship functions for the VEB's placed under their authority. Nevertheless, the per- 
fod of validity of the 1967 VEB decree remained solely a blueprint stage for a VVB 
decree” which, to be sure, for a long time was treated in economic practice as 
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existing law. “The autonoay of the enterprises and the stabilisation of their 

righte, particularly their participatory powers, were a especial concern"? of this 

draft Goarge. Moreover, the formation of “associated industrial establishments and 
had 


combines” constituted an iuportant charge since the Sixth SED Party Congress 
in 1963. Ae the result of further reform stages in the late 1960's (Boonomic Sys- 
ten of Sooialien), various resolutions and decrees issued between 1968 and 1970 
regulated in particular the position and function of the combine, whose importance 
as an efficient “type of socialist enterprise,” with a new organisational structure 
“like that of a trust” encompassing ite affiliated enterprises, became increasingly 
ore prominent. 





2. Conoerning the 1973 Decree on VEB‘'s, Combines and VVB's 


The “gradual formation and development of productive combines” was understood “as 
an essential element in the comprehensive application of the economic system of 
socialiom, “llespecially since these “parte of the systen” pade possible an effi- 
cient assignment and effective use of “productive labor, "! 


Bepecially under the increasing pressure of a stepped-up mobilisation of enterprise 
productivity reserves, the combine as an organisational form continued to be accord- 
ed a “key position” even at the start of the 1970's, despite a change of course in 
economic policy instituted under Honecker, 


Based on the economic theories of Karl Marx, conceptions of a simpler planning and 
control system covering a emaller number of large enterprises .natead of a large 
number of emall and medium-sized enterprises ne already led to a true “giganto- 
mania” in the early years of the Soviet Union. As early as April 1918, in the 
draft of a plan for the reorganisation of industry and Russia's economic ascendancy, 
Lenin called among other things for “a rational amalgamation and concentration in a 
few large-scale enterprises from the standpoint of the most modern large-scale in- 
dustry, and especially the truste."14 This “special affinity between central ad- 
minietrative management and large-scale enterprise"15 has determined organisational 
structure in GDR industry and construction, above all since the efforte toward 
economic reform of the 1960's. 


Almost exactly 6 years after the 1967 decree on VEB's was issued, it and subse- 
quent special regulations on combines were superseded by the “Decree on Tasks, 
Rightg_and Obligations of the State Enterprises, Combines and VVB's,” dated 3 April 
1973.15 This new decree established for the first tine, as "a coordinated body of 
law,”"!7 a common, comprehensive set of legal reguletions covering all essential 
enterprise forme in the industrial and construction sectors. 


But at the same tise, the “legal Consequenegs” had been “drawn from the style of 
management oriented toward centralisation"!5, ‘The renunciation of essential prin- 
ciples of reform -- thus also of enterprise rights dating from the 1960's!9 -- and 
the heightened trends toward recentsnlieniion since the beginning of the 1970's 
were reflected in commercial law as well, 


Some of the rights that had been accorded the enterprises were simply taken away 
and not replaced, while the already large share of enterprise obligations contin- 
ued to increase accordingly. 
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The VEB decree of 1973 comprised a total of 47 articles, broken down into 4 main 
sections: First, the principles; then the tasks, rights and obligations of, first, 
the VE3's; second, the combines; and third, the VVB's. The major emphasis, how- 
ever, was placed clearly on the VEB's, which were sometines treated as analogous 
to the combine, the “large economic unit” (enterprise planning and economic manage- 
ment, for example).21 Ten special articles contained regulations governing the 
peculiarities of the combines. 


In contrast to the evaluation of the VEB in 1967 as “the most important social and 
legally autonomous unit of material production,"22 the VEB, the combine and the VVB 
were BoM Characterized as equal “componente” of a “uniform socialist economy of the 
GDR."*3 Noteworthy, however, was the absence in the 1973 decree of the term “legal 
entity,” although the economic autonomy and the “legal competency” of VEB's, coa- 
bines and combine enterprises was expressly declared.24 it was only later that 
this “legal competency” was interpreted as the “status” of a legal entity.25 


It is “primarily ambiguities" in the use of this term that are offered today as the 
reason for this change, ambiguities which at that time “had not yet been eliminated 
in connection with treatises on legal theory."2° For various reasons, the institu- 
tion of the legal entity was fully restored in the 1979 combine decree. 


3. Decree on the State Combines, Combine Enterprises and State Enterprises, 1979 


The 1979 decree on combines, issued a good 6 years later, concentrates primarily 
on the combine as well as the enterprises, parte of enterprises and institutions 
that are subordinate to the combine (38 out of a total of 43 articles). Only a 
few regulations (four articles) are concerned with those VEB's that do not cone 
under a combine. It became necessary to include these enterprises as well -- it 
eaye rather abruptly in one of the few commentaries on the combine decree published 
thus far -- “because their nuaber is very great, even though the 129 presently 
existing combines (industry and construction) aogount for the major share of the 
SDR's production volume, with circa 90 percent.25 The 1973 regulations covering 
the /VB's2? still apply to the few remaining VVB's, which are “dying out.” 


The still strong centralist trend in the GDR's economic policy can be perceived 
merely in the change of emphasis in the title of the decree, for taking the place 
of the differentiation among “Tasks, Rights and Obligations” of the enterprises is 
the general “Kesponsibility” of the combine toward the national economy, manifested 
in the simple designation of a decree on “Combines” by the GDF Cuuncil of Minis- 
ters, one which regulates "the most important groups of tasks in the realisation"?° 
of thie responsibility. 


In 1967, the VEB was the “the most important unit of material production,” but 12 
years pater. the combine constitutes the “basic economic unit of material produc- 
tion,” 


The decree is broken down into six main sections. The first two sections (Arte i- 
23) deal with the status, responsibility and tasks of the combine and its subordin- 
ate enterprises or parts of enterprises. it must be noted here that the question 
of the status of combine enterprises had been the source of great dispute for a 
long time in the discussions leading up to the decree.J2 The second section in 
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particular (Arte 9-23) provides a more detailed description of the essential tasks 
of the combine (for example, planning and balancing, science and technology, 
material economy, economic accounting, finances and prices). 


A third section (Arte 24-30) chiefly regulates management powers and emphasises the 
areas of responsibility already found in preceding regulations (including the res- 
= of the general director, management organisation and the combine by- 
laws). 


Only the relatively brief fourth section (Arte 31-34) specifies the “status, man- 
agement and tasks” of those VEB's that are not subordinated to a combine. 


Provisions for the establishment, designation, merging and liquidation (shutdown 
of operations) of combines and enterprises make up the content of the fifth section 
(Arte 35-40). They wer not in the 1973 decree but instead refer back to a regula- 
tion dating from 1968, A sixth and f section (Arte 41-43) includes juris- 
dictional provisions and final clauses. A “Decree on Keeping the Register of the 
State A— 5 adapted to the new organisational structure, did not appear until 


4. Follow-Up Regulations Relating to New Five-Year Plan Period 


One result of the structural reorganization that has been under way since 1 Janu- 
ary 1978 ie a number of emended provisions in the area of both general as well as 
epecific regulations pertaining to the economic mechaniem. Although, as has been 
noted, the new decree took into account when specifying the tasks of the combines 
“that 6 fic legal regulations with detailed norms existed for a number of sets 
of taske"7° (some of those mentioned were planning, balancing, investment activity, 
material economy, finances, prices, foreign trade, work organisation, production 
cooperation), the corrections implemented since 1979 by way of new regulations 
nevertheless cover these aforementioned sectors in particular, having been tailored 
epecifically to the new combines. 


Some essential follow-up provisions pertaining to the organigational shake-up are 

listed here, The main ones to be mentioned are the "Order on Planning the Economy, 
1981-1985, "37 and the new “General Guideline for Planning in the Combines and int- 
erprises of Industry and Construction,"7° covering the same period. 


The "Financing Guideline for the State Economy,"99 in effect since 1975, was super- 
seeded by a new version with the same title, dated 21 August 1979, 40 specifically 
adapted to conditions in the new combines. 


In addition to a series of special supplenents to basic rules relating to the con- 
bine decree, also playing an important role are the lowing decrees and regula- 
tions: A new “Head Bookkeeper Decree,” 7 June:1979;"° a new “Decree on the Balan- 
cing of Materiel, Equipment and Consumer Goods -- Balancing Decree”;42 new regula- 
tions in the area of assuring quality -- “Decree on the Development and Assurance 
of Quality Products ™3 -- and, above all, new regulations in the area of pricing 
and price control. 


Not the least important are moves toward improving performance evaluation (Counci} 
of Ministers’ resolution) by introducing new index figures (e.g., net production)?5 
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Work ie still in progress on the correction of other significant rules for the new 
combines. Resides the reworking of regulations on accounting and statistics, 
chief mention should be made here of a new version of the Contract Law which has 
been under discussion for some time. Reportedly, an effort is being made in gen- 
eral “to preserve a certain measure of abstraction” in the new Contract Law "in 
order to be able to allow for future developments, 


The GDR is by no means alone within CEMA in its efforte at concentration in the 
form of large-scale enterprises. Similar changes can be observed simultaneously 
in nearly a)) CEMA countries.47 


II. Anticipated Advantages from Combines 
1. Previous Problems and Weaknesses of the Systen 


The economic leaders of the GDR had sought vainly in the second half of the 1970's 
to correct through improved planning methods pane of the deficiencies in the recen- 
tralisation model developed in 1970 and 1971. However, the sought-after stand- 
22 of procedural methods that was urgently needed to counteract excessive 
control”’” was offset -- wherever it had actually taken place -- by new, more pre- 
cise and more comprehensive plan balance sheets that had been added. Overbureau- 
cratisation had thus increased noticeably. 


Efficiency in the use of production factors has continued to be inadequate , 5° since 
manpower is being wasted in processes that have not been sufficiently mechanised, 
raw materiale are not being used completely and equipment is not being used to full 
capacity. There is hesitancy in retiring obsolete installations;51 in investment 
activity there is an increasing number of unplanned projects which should actually 
not exist at al1,52 and there is an increasingly greater impact from rising costs)? 
Investments are being prepared inadequately, and their realization is taking too 
long -- technical progress is ultimately being implemented only sparingly. Playing 
a major part in all this is the problem of a lack of willingness by enterprises to 
innovate, but under existing rules for the use of profits, they are given no last- 
ing incentive for innovations or for taking risks. The methods of efficiency plan- 
ning are similarly proving inadequate, since in view of sharp price distortions, 
no meaningful measure of efficiency is possible with a large number of index fig- 
ures. 


More and more serious management deficiencies are showing up as « relatively new 
problem, “DR authors list the following conditions as ite external signs: >> 
increasing underfulfillment of plan index figures; disruptions in production; de- 
clining growth rates; insufficient satisfaction of demand; increasing downtime; a 
rise in overtime hours; increasing :.umbers of special shifts; stagnation in the 
innovations sector; greater and greater dissatisfaction among employees and in- 
creasing complaints. In turn, the reasons for this are functional weaknesses that 
involve serious consequences: an information system which is oriented more toward 
the needs of central management and neglects the other management levels; overlap- 
ping decisionmaking jurisdictions of central authorities; a lack of feedback in the 
area of plan preparation; lack of coordination of interbranch relations; disinclin- 
ation on the part of superior organs to make decisions; and a lack of flexibility 
in adjustment processes in the event of disruptions. 
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Adding externally to these problems that are sore or less inherent in the eysetes is 
what le probably the GDR's principal economic probles: the inoreasing “foreign 
economic burden,” Since the mid-1970's the GDR, which le ehort on raw materiale, 
hae been confronted by subetantial inoreases in world market prices for raw aater- 
Lele and energy, =~ being able to raise prices for their export products in 
the sane measure, The price increases that oan be expected at present and in 
the future have clearly brought the situation to a head.57? Given a probably last- 
ing decline in overall economic growth, serious efforte have to be made to increase 
exporte -- even at the cost of a drop-off in domestic utilisation, 





2. Improvenente Sought 


In view of this plethora of problems, the M'e economic ere decided -- among 
other planning system iaprovemente etill under discuseio — above all to form a 
substantially larger nusber of combines, thus at least achieving better perforn- 
ances by way of a cautious and partial increase in decisionmaking for tneir sanage- 
mente. 


With the formation of combines, the effort is being made5? “to combine those capa- 
cities which are part of a specific production complex and belong together formally 
in the national econoay.” “The combines are therefore aleo sore than just the sun 
of the enterprises that are joined within them. The possibilities for division of 
\abor and egeten production cooperation among the enterprises aultiply their 
potential. 


Quicker successes with intensification -- or productivity inoreases via the aodern- 
ieation of existing installations while at the same time saving on material and 
eanpower -- appear to be possible because they can be planned much better by com- 
bine sanagement in close proxiaity to the enterprise than “from above” by central 
organs. It ie aleo expected of the combines that they will work better with the 
ministries at the top level as well as bring about on the lower level -- through 
the general director -- a certain harmony between central objectives and selected 
enterprise objectives. This means, however, that their participation can produce 
shorter and sore efficient channels of information as well as bring about aore use- 
ful intersectoral coordination, 


Thus, on the one hand, general directors are in practice expected to help ia- 
prove five-year planning,©°! effect a purposeful coordination of the separate plan- 
ning operations that concern the combine as a whole and produce broad agreement be- 
tween state conceptions and the actual production capabilities of the combine en- 
terprises under them; on the other hand, they are supposed to tighten the manage- 
nent structure of the combines and ~‘sultaneously produce an improved internal or- 
ganigation -- for example, throug’ 4 ,.eater concentration of the processes that 
are oriented toward production preparation, production and marketing. 62 


The general director is thus accorded a dual function: He is tne “ainister's 
representative” and “entrepreneur” at the same time. It is an extremely difficult 
task to reconcile one with the other, especially since in general “the work of 
managenent re ie presently considerably sore complicated than it was even 10 


years ago. 
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According to Honecker, combine formation is “presently the most essential step in 
iaproving aanagement and planning, because “the crucial phases of the reproduc - 
tion process -- from research and development to project~planning and the construc~- 
tion of rationalisation means and on to actual production, including eubcontractor 
producte that determine quality,and the pareoting of products at home and abroad -- 
are merged economically in the gjombine. 5 The following expectations in particu- 
lar are held for the combines: 


Vee of the advantages of elise, especially in production and marketing; 


Purposeful coordination of the work performed by the enterprises belonging to the 
combine} 


A detter solution to subcontractor problems, through the —A—— of appropriate 
enterprises as well as the more efficient use of saterials;°7 


Lasting successes with rationalisation, especially by increasingly retiring obso- 
lete equipment and making better use of the new; 


More efficient investments, through better preparation as well as quicker realisca- 
tion of projecte; 


Production of goode that meet demand and are of improved quality; 


Expanded exports through the development of producte capable of competing on tne 
world market; and 


A general acceleration 0€ gotentisie-teckniens progress through increased in-house 
research by the combines. 


Just how concretely these expectations are reflected in practical economic policy 
ie shown Py the following remarks by the general director of the Carl Zeles Jena 
Combine: 


"If all 129 of the directly subordinate combines in industry and construction 
succeed in achieving good economic resulte at the necessary pace and tenpo, then 
our republic will have an additional several billion marks’ worth of marketable 
products at ite disposal each year, And these billions are the issue. Last year 
when the plan proposals were submitted, one-fourth of the com..:.6 came up with 
growth targete of 5 percent and more. Another group was in tne middle, with be- 
tween $ and 7 percent. But there was aleo a large group that was below this.” 


This was reemphasiced by Guenter Mit at the SED Central ttee exchange of 
experiences with the general directors’? in March 1980 in Gera:7) “Combines, en- 
terprises and entire industrial branches that are doing good work have proved that 
it is possible to raise labor productivity to average rates that are higher than 
previous normal levele. Of course, in some instances there are still differences 


in production growth.” 


This {llustrates quite clearly that the better-known combines are developing much 
more favorably than most of the others. All the same, the combines p)edged in 1980 
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to come up with an additional 2 billion marks’ worth of production above the plan 
by economising in the use of sateriale.72 While in Ootober 1979, only 12 combines 
agreed to inorease labor productivity in 1960 and above their planned produc- 
tion, there were 20 such combines by March 1960.73 


Ill, Revision of Boonomic Management Structure 
1. Elimination of the VVB's 


By reducing the multi-level character of the economic nt eysten from what 
has been three levele (ministry - VVB ~- enterprise/oombine) to only two (ministry - 
combine) <= thus eliminating the VVB -- the GDR ie seeking to construct an effi- 
cient information and managenent system. For it has proven to be increasingly die- 
ruptive for the ephere of responsibility ani decielonmaking of the VVB -- which has 
acted mainly as an administrative body as it ie -- to be limited solely to the 
planning and sanagenent tasks of the enterprises wiier it, thus being removed froa 
intersectoral relations that extend beyond the branch. And thie led to increasing- 
ly sore frequent discrepancies between the sanagement and planning responsibility 
accorded the VVB and the ng and product-group7* responsibility eplit among 
various levele of authority. 


If they wanted to reduce the abumiance of already steadily increasing coordination 
taske involving various branches and fields, while simultaneously working to elia- 
inate the splitting of decisionmaking powers among a number of authorities, new and 
larger, efficiently structured economic units with a greater degree of self-con- 
tainment than the former VVB's had to be formed by way of integrational enterprise 
mergers. This kind of combine not only has the advantage of direct contact with 
the responsible minister, it aleo unites capacities that belong together organical - 
ly by absorbing important subcontractor enterprises -- even outside the field. and 
thie sakes it Appear possible to achieve uniform management of the entire branch 
and/or production entities that can be integrated: Interbranch coordination pro- 
cesses are thereby reduced, information channele shortened, decisions expedited, 
planning made more flexible and, finally, the overall economic management structure 
becomes more comprehensible. The central organs are thus hoping to facilitate 
planning and management tasks while at the same time being able to obtain better 
resulte by implementing plan coordination and other coordination processes with 
better-organised combines, and by transferring to combine organizations some of the 
plan-breakdown and belancing duties. 


A greatly simplified chart (p 938), based on only 45 hypothetical enterprises under 
three ministries, is used to show that the incorporation of non-branch, essential 
subcontractor enterprises into the most suitable combine can bring about not only 
meaningful enterprise mergers but especially organically better-setructured branches. 
For example, e consideration of necessary basic production relations between enter- 
prises 12 and 19, as well as changes in the time schedule for planning, formerly 
required information from /VB(3) and Ministry I via Enterprise 12, as well as from 
VVB(D) and Ministry II via Enterprise 19, so that finally -- in the case of impor- 
tant groupe of goods ~~ ministries I and II could reach agreement (via a balancing 
agreement, for example). The larger the number of interbranch production channels 
became, the more obstructive the time-consuming coordination processes proved to be 
-- proceeding through several levele. The formation of combines has now greatly 
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Figure 1, Improvements in Management Structure Sought by Combine Formation 
(by changing former intersectoral relationships to intrasectoral ones) 
~~ Simplified Diagres 


veys 
1. Industriel Ministry 
2. Combine Management 
3. VVB == Association of 
4, State enterprise 
5. Planning and directive powers 
6. Information flows 
7. Eseential interbranch production relations between enterprises (or con- 

bines 


tate Enterprises 





simplified the management system: For example, enterprises 32 and 35 from Minie- 
try III, which carried out the many different deliveries to enterprises belonging 
to the former VVB(A) in Ministry I, are incorporated into a combine of Ministry I. 
This combine ie made up of the enterprises of the former VVB(A) plus enterprises 
32 and 35, which have now been merged into a single enterprise. 


2. Forme of Combine Reorganisation 


In general, quite different forms of combine organisation are possible; for in- 
stance, the case where an already existing combine with 3 enterprises (14,15, 16) 
absorbs additional enterprises from various \VB's belonging to the sane ainistr 
(9,10,11,12,13) as well as from various VVB's of a different ainistry (17,19,21). 
Another case would be that an already existing combine ewitches with ite enter- 
prises (7,5) from Ministry I to Ministry III and ie merged with another combine in 
III (41,42,43,44,45) as well as other enterprises that are closely related to the 
branch (31,40) and some that are foreign to the branch (22,30). It is also possible 
-- ag a transitional solution, so to speak -- for closely branch-related enter- 
prises (18,27,28) and enterprises foreign to the branch (33,38) to be added ini- 
tially to a combine still managed by a VVB, so that a better-organised combine can 
be developed at a later date, one which would come directly under Ministry Il. 


Reorgani sation aeggures that —— put into practice show essentially the fol- 
lowing five forns’® of combines: 


(1) The classic combine with only a single enterprise (example: Leuna Works); 


(2) A VVB wae made into a combine, with or without absorbing other enterprises 
(examples: TAKRAF Heavy Machinery Combine; Wool and Silk Combine); 


(3) an already existing combine absorbs other en ses (examples: Zeulenroda- 
Triebes Furniture Combine; ESDA Hosiery Combine); 


(4) Two or more combines form a single larger one, with or without absorbing other 
enterprises (examples: Robotron Combine, made up of the former Robotron, 
Zentronik and Office Machine Export AHB /foreign trade enterprise/ combines); 


4) 

















(5) An already existing combine was placed under a different ainistry as the 
center of a new combine (example: The Ruhla Watch and Clock Combine, pre- 
viously administered directly by the Ministry for Machine Tool and Processing 
Machinery Building, was shifted to the electronics sector and assumed a aan- 
agenent function in the new Microelectronics Combine), 


A major role was played in virtually all forms by absorption and/or new formation 
of nonbranch-related suppliers of subcontractor products, from the producer of raw 
materiale end semifinished producte to the producer of highly specialised finished 
producte.”° Tie, of course, aleo caused many new problems because there was a 
tendency toward absorbing enterprises rather than giving them up, so enterprises 
with ans ne supply relations were not necessarily assigned to the best possible 
sector. Enterprises which change branches must aleo now deal with new coordina- 
tion problems with regard to purchasers that do not belong to the combine, And 
finally, the taske which combine formation conferred upon central organs have led 
to a number of new intrasectoral management problems which cannot be solved over- 
night. 





3. Greater Decisionmaking Authority for the Combines 


The reetructuring that has been ggupleted has had a positive effect on the con- 
bines’ leeway to make decisions: 


(1) The broad cutback of VVB's transferred to the production side -- incluiing the 
management bodies of the combines -- decisionmaking righte that had previously 
belonged to the middle managenent level. 


(2) Just the expansion in sige and the absorption of nonbranch enterprises have 
expanded the decisionmaking scope of the new and/or reorganized combines in 
comparison to the former VVB's (magnitude and breadth effects). 


(3) Additional rights relating to the internal structuring of the combines -- 
regarding the transfer of capacities from the enterprises, for example -- have 
Clearly enlarged the framework for decisionmaking by the top level of the com- 
bine at the expense of the individual enterprises (depth effect), 


(4) The greater participation by general directors in coordination processes with 
the responsible ministers has produced a clear increase in the power of the 
combines, 


The combine decree stipulates that the establishment of directly subordinate com- 
bines is the business of the Council of Ministers (Art 36); the responsible minis- 
ter decides on the basic structure and any changes (Art 3), on new organizational 
schemes (Art 35) and on the combine by-laws (Art 29). It is especially important 
that the combine's general director (Art 7) be empowered to change functions and 
tasks of individual enterprises and/or transfer them to other enterprises, to es- 
tablish new enterprise departments and/or capacities and shift production to other 
enterprises. Moreover, he determines (Art 7) which duties (for example, research, 
investments, marketing, market research, accounting, professional qualification) 
are to be centralized or assigned to specific combine enterprises. He bears full 
responsibility for presentation of the draft plan to the minister (Art 9); he 
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allocates the plan tasks to the enterprises (Art 10), and he maintains a check on 
their implementation, 


A certain decentralisation of decisionmaking can be seen in the fact that, in addi- 
tion to planning duties, the general director performs state functions such as bal- 
ancing (Art 11), pricing and pricing approval (Art 20), ⸗ isation tage 

(art 13) and duties relating to socialist economic integration?! (art 16).°2 with- 
in the combine itself, the general director is supposed to develop many different 
entrepreneurial initiatives aimed at improving both the internal structure as well 
as the efficiency of the combine (Arte 12-22). He is personally fully responsible 
for combine development as well as the implementation of plan tasks; he may call in 
the directors -- appointed by him (Art 25) -- of hie enterprises for consultation 
on important decisions (Art 5). Thies makes it plain that the powers of the general 
director have been expanded not only quantitatively but, more iaportaptiy, qualita- 
tively -- especially with reference to internal combine organisation, 3 It shows 
that crucial expectations concerning iaprovemente in efficiency are linked to the 
increased integrational strength of a unified combine management. One of the essen- 
tial criteria of the combine reorganisation ie the functions of the “socialist 
manager” of a combine in establishing an optimum of self-containment within the 
enterprise, including the insertion of miesing “links in the chain,” Taking on 
special significance at the same tine is the question of the opportunities open to 
higher estate authorities, particularly the industrial ministries, to interfere, or 
the question of the extent to which a general director is free of “picayune reginen- 
tation” (Liberman) on the part of central authorities. For it cannot be denied 
that a lack of clarity exists as to the scope of actual decisionmaking authority 
when it comes to the assigned state functions. 


4, Functions of the Industrial Ministries 


Interestingly enough, the subject of ministerial functions and rights has been 
treated with noteworthy understatement in public comment on the discussion surround- 
ing combine reorgmizgation in recent years. There have been unmistakeable and con- 
siderable differences of opinion about the "growing role of state economic manage- 
ment” and about the relationship between the superstructure and the base. Also, 
Honecker's statement to the effect that the ministries should now concentrate on 
“main issues" permits a constant reinterpretation of what the “sain issues” are; 
the GDR literature on the subject concedes this fact. 


It was not until after the SED conference on combines in August 1975 that 
Singhuber, minister for ore mining, metallurgy and potash, spoke of his functions 
quite openly in a broadcast. Following this, in April 1979 at the 10th SED Cen- 
tral Committee Plenum, were interesting and more detailed remarks by Honecker on 
new proposals on “state management activity” Loped by the ainisters then- 
selves. 


Even before publication of the new combine decree, economic policy guidelines and 
details of more recent experiments in several “structurally determining” areas made 
clear the management powers of the responsible industrial sinister as well as the 
limite of a combine manager's authority. The formation of “operational staffs" at 
the department manager level, responsible in each case for one of the combines sub- 
ordinate to a ministry,°9 constitutes a vivid reminder -- in addition to other 
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central measures -~- of the principles of the link between main departments of in- 
dustrial ministries and their subordinate Vii's in certain organisational phases of 
the past. 





The official guideline holds that the combine is not responsible for strengthening 
the “direct, organising function of a ainietry";7° rather, the minister is ultin- 
ately “responsible for the comprehensive application of tested methods of socialist 
industrial management” or for “the initiation, agplenentonien and supervision of 
cost and pricing work in the industrial sector. All of theese are primarily in- 
dustrial man*~ement functions and consequently should belong more to the juriedic- 
tion of a combine management than to that of a ministry. 


The very general text of paragraphs 3 and 4 of Art 4 of the combine decree, 92 the 
pertinent article here, by no means precludes the possibilities for ministerial in- 
terference described by an SED Central Committee institute, especially since the 
“central economic management organs” are expressly charged with “establishing the 
conditions for a more effective management of the enterprises, "93 


In accordance with the basic principle of individual management, the combine decree 
(Art 24) holds that only the responsible industrial ainister is empowered to issue 
directives to the general director; thie does not include the “leading cadre” of a 
minietry, who are nevertheless obligated to intensify “work relationshipe”””’ with 
the combine on behalf of the minister, 


In a critique of a new textbook on administrative law in the GDR, Panger, one of 
the major CDR jurists, characterises the ministries as “centers of economic sys- 
tems,” and as such they are the representatives of “special sector and branch in- 
terestg” with particular “economic responsibility” toward the enterprises under 
them, ’”? even if, in contrast to the USSR system, they do not operate according to 
the principle of economic accounting. 


Nevertheless, the problems that have been discussed concerning the “establishment 
of a new kind of relationship ween central state planning organs on the one hand 
and the combines on the other, or the “necessarily” resulting "qualitative 
changes "97 in the overall economic management systen, reveal existing ambiguities 
surrounding the question of the management jurisdictions of industrial ministries. 
One may suppose in general that the ainistries will continue to have the right to 
assert themselves on important material problems all the way to the enterprise 
level. This is seen, for example, in the fact that there is st..1 a definite nua- 
ber of combines whose production programs are completely predetermined by the n⸗ 
ister, while others have a relative measure of autonomy in determining theirs. 


The principle of bi polarity?? remains unchanged for the combine in accordance with 
the existing maxims for the VEB: on the one hand, the relative autonomy of an 
economic unit equipped with limited power; on the other, status “as an organic 
component of the overall socialist planned economy.”100 And last but not least, 
the present special emphasis on the role of the ainistries has to be considered 
from thie aspect. Their direction and control constitutes a traditional estate 
“counterbalance"101 to the large-scale enterprises which, although subordinate to 
the ministries, are tending toward greater autonomy because of their sheer numbers. 
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HUNGARY 


TRADE WITH DEVELOPING COUNTRIES DESCRIBED 
Budapest FIGYELO in Hungarian No 42, 15 Oct 80 p 9 


[Article by Arpad Orosz: "Trade wit! the Developing Countries, In Terme of Market 
Concentration] 


(Text) Our commercial relations with developing countries has increased dynamically 
in recent years. Our exports in 1979 came to 739 million dollars and our imports 

to 655 million dollars. It is in our interest to continue expanding economic re- 
lations with developing countries that assure favorable markets. Therefore it is 

@ requirement that we shape economic cooperation in harmony with the characteristics 
of the partner developing countries and our domestic development tasks. 


Proceeding from the increasing world economic role of the developing countries and 

the task of expanding nonsocialist exports, it is a realistic requirement chat the 
long term rate of increase in mutual trade should exceed the average growth of our 
foreign trade. It ie advisable to purchase a decisive share of those raw materials 
and energy sources on these markets which cannot be acquired from socialist countries. 
We must increase the imports of semifinished and finished products for the processing 
industry from developing countries, and simultaneously we must achieve a rapid rate 
of increase in our exports, primarily machine and food industry goods. 


in the past decade, the Hungarian People's Republic maintained commercial relations 
with more than 80 developing countries. This led of necessity to where the scope of 
our activity-- --as compared to the performance capability of the Hungarian economy-- 
--proved to be too broad and unconcentrated, and the number of markets offering signif- 
icant trade was small. This inevitably raised the question of « cablishing greater 
stability in the trade conducted with developing countries. 


In Exporte 


Conaidering our limited resources available for developing economic relations, it is 

a realistic goal for our foreign trade policy to work for greater differentiation, 

for concentration of the material means available, and thus for increased effective- 
nese of economic relations. On this basis we were able to increase our exports 
primarily to rapidly developing countries (e.g., Iraq, Kuwait, Libya, Algeria, and 
Iran) which are located nearby and have the ability to pay. Here the prospects for 
expanding economic cooperation on che basis of mutual advantages are good, and in 

most cases the political relations aleo afford security for the development of foreign 
trade. 
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In these countries we can best increase our machinery deliveries and develop new 
markets for our agricultural and food products. In these markets the more burdensome, 


for ue, elements of economic relations (like the ratio of deliveries conducted with 
credit extension) could aleo be reduced, 


At the same time in these markete the competition among suppliers for meeting demand 
with ability to pay hae increased, as well as the demande of the partners, and in 
some cases unfavorable trends may have developed for ourselves. 


As a result of che greater differentiation and concentration of trade, Iraq, Syria, 
Kuwait, Iran, India, Libya, Algeria, Nigeria and Brazil have become our most important 
partners. In the past several years we have conducted with these countries more than 
two-thirds of our foreign trade with developing countries. 


Table. Export, at contract parity, in million dollare 
1076, ora. 1079, 








} trek oe 100.8 167.6 
Briris 30.7 7215 

3) mevew 35.0 56.0 63,7 
4) tree se $7.3 4 
5) tte We “4 484 

Algéria + 33.5 a08 404 
9 Nigeria 3 24.0 25.8 
A) theta 20,3 10° Th 
9) S@rastiie 5.2 146 20.9 


Key: 11) * tenees 

l. Iraq oreaagokbs 405.8 bea. 708 66. Algeria 

2. Syria + Exportunk Kuvaiioa, a Seede-artouse 7» Nigeria 

3. Kuwait* 12)" ayerOh Arad Emirtiusde tranyes 8. India 

4. Tran Utvtes crecees © tartntmense, 9. Brazil 

5. Libya 10. Total for 8 (sic) countries 


ll. Total exports to developing countries 


12. *Includes the value of exports to Kuwait, Saudi Arabia and the United 
Acab Emirates. 


The most important export markets change from time to time. Their designation simply 
means that with these countries we have developed permanent market relations and it 

is in these places that we acheived our best results, and in the interest of further 
deve Lopment in these countries we shall concentrate the various factors of economic 
cooperation production cooperation, mixed enterprises, and certain elements of 
technical scientific cooperation. (In 1972 the value of exports to these nine 
countries scarcely exceeded 80 million dollars and made up 43 percent of our exports 

to developing countries; as a result of rapid growth, the share of these nine countries 
in our exports came to 73.4 percent in 1976 and 69.3 percent in 1979.) 


During the past several years, Hungarian exports to the developing countries have 

been transformed and the share and importance of the Near Eastern countries that 

export petroleum, as well as of certain African Arab countries, increased. The foreign 
trade enterprises turned to good account the new situation that developed after 1972 


in the petroleum exporting countries, and adjusting to the increasing demand they 
increased deliveries to those countries. 


54 














The importance of the above mentioned nine countries is aleo expressed by the fact 
that in the past 3 years we sold chem more than 80 percent of the machine exports 

to developing countries. Ic was aleo here that we developed the new buying market 
for our agricultural and food products, which ie indicated by the fact that in 1976 

a total of 67.8 percent of our agricultural and food products to developing countries 
went to these markets, in 1978 a total of 77.2 percent, and in 1979 a total of 84.4 
percent. 


Several conclusions can be drawn from all this. Among other things it can be stated 
that our foreign trade has made good use of the possibilities in export deriving 

from changes» ... the world economy. The conscious orientation of our exports and an 
appropriate production development policy have made it possible for us to stabilize 
the results we attained, and in fact develop them further. The value and importance 
of the export results is enhanced by the circumstance that the formation of an active 
balance has become possible and the demand for credit is small as compared to the 
dimensions of the export. 


[In [mporte 


In recent years imports from the developing countries have also been strongly con- 
centrated, The role of five developing countries, Brazil, Iraq, Iran, Nigeria, and 
India, has grown significantly. The value of our acquisitions from the above-mentioned 
countrlesa rose more rapidly than total imports from the developing countries. The 
value of imports from the five countries was 267 million dollars in 1976 and 386 
million dollara in 1979. Brazil, Iraq, Iran, Nigeria and India have supplied in 

recent years about 60 percent of our imports from the developing countries. It was 
from these countries that we received 100 percent of our petroleum purchases and con- 
siderably more than 60 percent of our agricultural and food product imports. Con- 
sequently, the transformation of the markets also took place in imports. 


linder the Fifth Five-Year Plan we started the rational concentration of our foreign 
market activity on markets affording possibilities for favorable trade. The selections 
have proved correct. In addition to the above named countries, the following are also 
of Lmportance to us: Egypt, Lebanon, Pakistan, Angola, Mexico, Argentina, Venezuela 
and Jordan. Over the medium term, Indonesia, Malaysia and Thailand may provide con- 
siderable markets for us. Under the Sixth Five-Year Plan the concentration of trade 
with the developing countries will be moderated in all certainty, and there will be 
about 20 to 22 markets on which we will be able to conduct a considerable amount of 
activity. 


Machines and Food 


In the growth of Hungarian export under the Sixth Five-Year Plan, the machine industry 
as well as agriculture and the food industry may receive a bigger role. 


in harmony with the development directions of the machine industry the following may 
be taken into account in the growth of machinery industry: elements of public health 
syatems, complete hospitals, medical equipment; educational systems, complex agri- 
cultural, water management and food industry facilities, telecommunications system 
elements, which include telephone centers, transmission technology and termina] 
equipment, amplifying chains, and microwave equipment. Other possibilities may aiso 
be used for the development of machine industry exports. Thus, among other things, 

a demand is evident for bauxite-alumina and aluminum industry equipment, and we can 
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count on supplying equipment for power works. In supplementing the export of buses 
we can aleo take into account assembly plants, and complete maintenance and repair 
plante, We are counting on the export of light bulb manufacturing and medical in- 
dustry equipment. We are also planning to export complex communication and guidance 
technology syetems for gas and o1] pipelines to various markets. 





To eatabliah the basis of our machine industry exporte we need to occupy ourselves 
with the development of several well selected areas like complete facilities, fac~- 
tories, plants, plant parte, manufacturing systems, autonomous production lines, re- 
pair and service plante for which, according to our experience, there promises to he 
a lasting demand on our most important markets. 





The most important buyers for our agricultural and food industry products are certain 
petroleum exporting countries, Kuwait, Saudi Arabia, United Arab Emirates, Libya 

and others. Export development requires a continuous market presence and the 
strengthening of market research and discovery activity. A dynamic increase in the 
export of agricultural and food industry products requires significant efforts 

from both the producer and foreign trade enterprises, more flexible adjustment to 
special demands and greater undertaking of risks. 


In the development of our imports the developing countries may be regarded as impor- 
tant acquisition markets in the future also for petroleum, iron ore, copper, tin, 

raw phosphate, raw cotton, wool, raw cowhides, coffee, cacao, fodders of plant origin 
and other semifinished and finished industrial products and consumer items. 


6691 
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HUNGARY 


DISCUSSION 0° TIVE-YEAR PLAN VIEWED 
How Scholars View It 


Budapest FIGYELO in Hungarian No 41, 8 Oct 80 p 3 
[Article by I. W.: “As the Scientists See It") 


[Text] The expanded session of the presidium of the Hungarian Academy of Sciences 
[MTA] was an important stage of the social debates of preparing for the Sixth 
Five-Year Plan. Janos Joos, state secretary for the National Planning Office [OT] 
spoke in hie introductory remarks about the present state of the planning work and 
about the significance of the Sixth Five-Year Plan. He emphasized that the Sixth 
Five-Year Plan is open in character, which makes it possible to conform to the 
changing conditions. The economic policy obligation of the plan being prepared is 
also much more strict than before because the pressured ways which have developed 
in the people's economy are forcing us in these directions. He also indicated that 
during the plan's time period we will have to minimize our use of external 
resources, and the standard of living will have to be preserved. It follows from 
this chat the basic and sole reserve of growth is the intensive and efficient 
economic operation, increasing labor productivity, and rational organization of 
material and energy management. 


Ie will be necessary to work out a few programs of key significance in the plan. 
For example, the programs of energy saving and waste material recycling, centrally 
managed technological development of production, measures for frugality in public 
spending and housing construction, elementary education and health care programs 
which will affect the infrastructure. He especially emphasized the significance of 
the medium-range scientific plan for scientific research for reaching the goals of 
the Sixth Five-Year Plan. 


Requested by the government, the MTA‘'s presidium worked out a written opinion and 
suggestions about the plan's conceptions. Academician Kalman Szabo, chairman of 
the working committee organized for this purpose, spoke about ite content. The 
working committee considers guidelines of the Sixth Five-Year Plan to be a 
significant step forward in planning work also from viewpoint of methodology and 
content, and accepts and supports ite main goals. He emphasized that, thinking 
also of the time period after economic equilibrium will have been achieved, the 
technological development concepts and innovational ideas which will determine the 
longer range economic growth will have to be developed. The majority of observa- 
tions and proposals cover the interrelationships of the National Medium-Range 
Research and Development Plan [OKKFT] with the Sixth Five-Year Plan. 
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Interpretation of Economic Equilibrium 


The moet important ideas voiced in the commente contained the interpretation of 
economic equilibrium, and ite implementation in the plan, as well as the possibility 
and necessity of coordinating the medium-range and long-range development ideas; 
laying down the foundations of the system of social consequences of the plan's 

goals and the sensitive pointe of this; completeness of the action campaign programs 
and their main directions; concrete reflection of the world's economic conditions 

in the plan's materiale; the tasks of establishing and developing progressive 
technology. 


The speakers agreed that the main goal is to arrive at equilibrium. However, during 
the course of interpreting what that means, differing ideas were voiced. One person 
commented that reestablishing equilibrium must not limit implementation of the 
vitally important tasks of economic development because this would further increase 
the distance by which we lag behind the forefront of international development. He 
proposed that efforts should be made over a longer period of time and at a slower 
rate to create economic balance. Another person commenting claimed that economic 
balance must be handled on two levels: with slow growth when the structural change 
must be accomplished. He considered this a forced but necessary path, and then at 

a race consistent with dynamic growth. Many commented that the efforts to create 
equilibrium must be accompanied by noticeable improvement of quality, the conditions 
of which today are not yet satisfactory. The efforte for organizing the best 
management of resources must be strengthened and the conditions regulating this 

must also be organized better than before, so that it should really be possible to 
increase the efficiency of production. The debate's participants suggested that 

in the future the plans of enterprises and councils should receive greater 
significance in shaping the economic policy goals contained in the national 

economic plan. The independence of economic operating organizations will have to 

be increased in this area also, improving the quality of planning work. This can 

be one of the assurances that the activities of economic operating organizations 
will be in better and better harmony with the alltime requirement system of 
regulation, and that these will be able to flexibly conform to the changing economic 
conditions, 


The National Economic Plan and the People 


In connection with the social requirement system of the Sixth Five-Year Plan, 
ecientists emphasized from many angles that the plan's people-centered character 
must be strengthened. They pointed out that holding the level of real incomes can 
be considered only as a contingency goal, [but] if the conditions of economic 
balance and work make it possible, progress must be made in this area also. They 
suggested that studies must be conducted about society's sensitivity. It must be 
found out how it can be correctly influenced without fundamental violation of the 
sense of fairness. Much emphasise was placed on some tasks in the infrastructure, 
to develop it possibly faster but mainly more selectively (public health care, 
child care, etc) than the growth rate of the national income. More attention to 
the family's economic role was also discussed. 


Several people mentioned that more attention must be paid to increasing the 
productivity of intellectual work and to providing incentives for it, to selecting 
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the actentific and technological managers, to encouraging and supporting the 
enterprising type of people. 


Attention wae called to developing the plan and the economic policy goals by 
relying even more on the energies latent in community activity. Many comments were 
made suggesting additions and specifications of the priorities defined in the plan. 
Montioned were, among other things, the tasks of raw material management, protection 
of agricultural land and the household plot opportunities related to this. (There 
were comments about] more refined use of the hydrocarbons, development of gene 
chemistry, imorovement of the agricultural machinery production, etc. There was a 
comment according to which the plan's economic policy concept has the character of 
resolution and this is not sufficiently reflected in the specific action programs, 
and when the plan is ultimately defined these must be without a doubt better 
determined. 


Some of the comments covered the predictions concerning world economy and the 
international technological-scientific growth. They emphasized that the effects 
of these will appear in the plan's material, but they mentioned that such a 
document of informative value should also be included in the material of planning 
work. 


Representatives of the technological sciences spoke harshly of the fact that in our 
country the introduction of progressive technology is still running into significant 
obstacles and this is a serious circumstance from the viewpoint of creating our 
competitiveness in a world laden with crises. What is needed in this area is not 
bigger investments but emarter management. Care must be taken to also strengthen 
the personnel conditions for this, because the opinion is that certain signs of 
devaluation can be observed in our technological intellectuals. 


The conferences’ participants thought highly of that effort of the government 

to involve practically the entire society in the complicated activity of planning, 
including the representatives of science, Academician Janos Szentagothai, the 
MTA's chairman emphasized that the Academy far-reachingly supports the government's 
goals concerning the Sixth Five-Year Plan, and aseured the planners of science's 
conatant and active support. 


Deputy prime minister Lajos Faluvegi, the chairman of OT answered the questions 
which were raised. He said that the government builds on the close cooperation 
between ecience and the economic management, not only in preparing the plans but 
also in implementing them. He said that the government will evaluate the action 
proposals the Academy offered for working out the Sixth Five-Year Plan and will 
build chem into the plan. 


How Enterprises See It 
Budapest FICYELO in Hungarian No 41, 8 Oct 80 p 3 
[Article by Gy. V.: "(and) As the Enterprises See It,") 
[Text | Requested by the government, the presidium of the Hungarian Chamber of 


commerce also debated che guidelines of the Sixth Five-Year Plan. Gyula Kovacs, 
deputy chairman of Of also participated in the debate. 
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Several of the people commenting mentioned that the open debate was being held a 
little too late because decisions have already been made in a number of basic 
questions of the medium-range plan. 


One important circumstance must be taken into consideration, that the degree of 
freedom of planning work and the economic policy's maneuvering ability is at the 
present time being restricted by some quite severe conditions. These are: the 
oppor: nities within CEMA, namely the import opportunities, the loans from abroad 
whic! can finance, and the requirement of maintaining the standard of living 
which have achieved. The viable economic policy concept will have to take into 
conaideration these three limiting factors, the characters of which can be 
considered as objective. 


Because of this, fewer development resources will be available than in the past, 
and the national income's demand for import will have to be moderated in such a 
way that | percent increase in the national income will be followed by about 1 
percent increase in exports. This can be accomplished first of all by increasing 
the value-added content of production (which includes the utilization of imports). 
Preconditions for this are modernization of the product structure, decreasing the 
specific material and energy consumption and improving the marketing. 


The Importance of the Domestic Market 


According to some opinions the plan concept starts out from a not sufficiently 
realiatic evaluation of the present situation and of the situation of the enter- 
prises. This does not change the fact that the plan's basic direction is right, 
and the majority of those commenting shared this position. The guidelines unevenly 
treat the development strategies of the individual branches and subbranches of the 
national economy. 


The plan stresses improvement of the foreign trade balance and emphasizes export 
orientation and improvement of the foreign market situation as the main method of 
this. While recognizing the unconditional correctness of this priority, we were 
reminded in the debate that, in the past similar situations and difficulties have 
developed on the domestic market. Increasing the ratio of export in production 
and limiting import opportunities more may again cause difficulties in fulfilling 
domestic demand. Attention was called to the fact that together with the slow 
growth of domestic consumption, the structual composition and selection of supply 
have increased significance. Under such circumstances a decrease in selection 
causes a greater degree of dissatisfaction feelings than in the case of the faster 
rate of increase in the standard of living. The significance of the domestic market 
must not be underestimated. 


According to some of the comments, efforts must be made in the work of the enter- 
prises, firet of all to efficiently exploit the existing opportunities, because 
this is the precondition for not stopping the growth of the national economy in 
apite of the slowdown in quantitative growth. Technological development will have 

a big role, but in this we will have to concentrate on product development requiring 
less equipment, rather than on manufacturing developments. 


The economic policy's limiting factors also affect the activity of the enterprises, 
and do so in the sense that they often hinder the cutback or elimination of 
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unprofitable production. Contrary to the enterprise's intentions and interests, 
continuation of the production of certain products is often necessary in the 
interests of the national economy. 





Regrouping the Means 


Numerous comments emphasized that modernizations of the product structure requires 
continuous growth, but now those are the very enterprises in a difficult situation 
which grew dynamically in the past. These enterprises, or the majority of them, 
due to their loan repayment obligations and to the changed regulatory conditions, 
have lost their ability to obtain credit and cannot continue to modernize their 
product structures, or can do so only at a slow rate. 


The suggestion was made that greater opportunities must be created for regrouping 
the means among industrial branches and among enterprises, and in order to activate 
this. Perhaps it would be expeditious to also examine the possibility of using 
interest conditions which provide better incentives. Attention was called to the 
basic benefit possibilities and to taking advantage of the opportunities concealed 
in the recently established Interinvest. This undertaking could be the beginning 
of forming additional investment companies [sic]. 


Some comments mentioned that in the period of consumption's slow growth rate it 

is especially important to increase the flexibility of commerce. But in this 

sphere the enterprising opportunities are very limited even though it is commerce 
which is in direct contact with the consumer, the market, and thus its reaction also 
could be quick. But the commerce's means are insufficient for enterprising, for 
example for industrial production. 


The proposal was also made that not only the income derived from export, but the 
enterprise's total income should be the source of repaying high risk export- 
developing investment loans. It is important for the enterprises to be able to 
count with some degree of certainty on the effects of income regulation. 


implementing the requirement of normativity was [also] the topic of discyssion. 
According to some opinions the normative requirements expressed in price and 
income regulation cannot be applied to all industrial branches. According to 

the opinion of others the condition of differentiation and selective development 
is the very implementation of normative requirements. Relaxing normativity and 
obtaining preferential considerations would have the consequence of again having 
to shortchange the dynamic enterprises, that is, the ones which have the resources 
and which require even larger resources in the interest of supporting the less 
efficient enterprises. 


The risk of exporting has increased as a consequence of using the flexible 

exchange rate policy, because months may elapse between delivering the merchandise 
and arrival of the payment for it and in the meanwhile there may even be several 
changes in the foreign currency exchange rates, in practice upward revaluations 

of the forint. It would serve to minimize the disadvantage or risk of loss deriving 
from this if the so-called factoring were introduced, as was proposed. The essence 
of this activity is that the financial institution would purchase the enterprise's 
account receivable demand after subtracting from it certain interest and risk fees; 
thus the enterprise would then in essence be able to receive the value of the goods 
sold at the time delivery is made. 
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The Chamber's debate provided ample room for discuseing cooperation between the 
producing and the foreign trade enterprises. It was mentioned that implementing 
the producer's presence on the market assumes the further expansion of export 
rights and aleo the development of forms of association. There is a need for a 
variety of enterprise- and enterpreneurial formate in conformance to the characters 
of the merchandise and of the market. 


That part of the guidelines dealing with modernization of the enterprise organiza- 
tions was also a topic of debate. The breaking up of certain trusts and major 
enterprises, or making some of their departments independent was criticized, saying 
that this generates uncertainty and the manufacturing experience accumulated in the 
major enterprises cannot be used to the best advantage. 


Others have pointed out that experience shows that the economic advantage of 
major enterprises over the smaller enterprises cannot be proven. 


It is expeditious to break up those large organizations which did not implement 

the concentration of resources and which form a unity only from the administrative 
and management viewpoint. The methods and opportunities of setting up small 
enterprises and its economic, institutional and legal conditions must be worked 

out as soon as possible. In the opposite case the wish of establishing small 
enterprises will remain only a wish. For example--as some people suggested--it 
would be expedient to examine the possibility that large enterprises should also be 
able to set up small enterprises. 


The internal organizational development of enterprises justifies the strengthening 
of independent accounting by the profit centers of factories and plant locations. 
But this effort of the enterprises is greatly hindered by the financial record 
keeping and accounting regulations now in force, as was pointed out in the debate. 


Those commenting on the regional development policy approved of the intent expressed 
in the plan, that the population's migration into the cities must be mderated. 

In this connection the practice was criticized, according to which the megye 

organs take away the municipal and town contributions paid, respectively, by the 
enterprises and producer cooperatives. 
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GULDELINES FOR ECONOMIC REFORM DISCUSSED 


Warsaw ZYCIE GOSPODARCZE in Polish No 41, 12 Oct 80 p 6 


[Article by Barbara Wisniewska and Marek Misiak: "Approaches to 


Reform") 


[Text] The first meeting of the members of the ZG [Main 
Administration] of the Polish Economic Society, working 
on the report on the directions of economic reform in 
Poland, took place on 7 July 1980. At that time it was 
decided that the basic guidelines of reform should be 

to give a strategic nature to central planning and to 
increase the independence of enterprises. Proposed 
changes in organizational, management, financial and 
price structures, and planning methods, must be subordin- 
ate to these guidelines. As a result of this meeting 
the president of the Polish Economic Society [PTE] used 
letters to contact one hundred well-known specialists, 
teachers and practitioners, with a request for the 
writing of a proposal for changes in the individual 
elements of reform. The file with the proposals sent 

in numbers around 1,000 pages. The events of August 

and September intensified work on reform under the convic- 
tion of its extremely urgent need in the face of the 
economic crisis and the dissolution of ties between the 
government and society. Therefore a second meetiug of 
the members was held on 15 September to discuss these 
guidelines, with due consideration of the most recent 
experiences. 


The PTE chairman, Prof Jozef Pajestka, chaired the meeting. 
At the beginning he thanked the members of the committee 
for the proposals they had sent in. Prof Jan Mujzel 
presented a broader substantial introduction to the 
discussions. 
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As J. Mujzel stated, the current situation contains three new elements 
important for economic reform: 

--the position which the personnel in factories have attained; 

--a deep process of restoration which has begun throughout the social and 
economic life of the nation; and 

--the rise of considerably more purchasing power in the economy, with 
simultaneous production restrictions and, among other things, deep 
economic disproportions along with obligations for holding prices, 
presents the economy with an unusually difficult situation. 


In addition to taking advantage of foreign credits under these conditions, 
the economic policy must adopt a course of shifting the production apparatus 
and scarce material resources from investment to supplying the market and 
exports wherever possible. This situation also results in essential 
conclusions for the content and scope of economic reform. 


First of all there must be authentic progress in management efficiency. 
Society and factory personnel are not going to, will not and cannot tolerate 
a condition in which there is a lack of progress in efficiency for a long 
period of time. 


Secondly, changes in our social relations will create a new situation for 
labor and decisions reforming the economy. It is obvious that these 
decisions are extremely difficult, and not only and not mainly from the 
technical and economic point of view, although this is very important. 

An unusually strong correlation is developing between the reform and the 
functioning of the economy and the role and position of individual 
community, plant, industrial subbranch groups and other groups. Such a 
situation engenders tremendous resistance to all changes which are 
thoroughly definitive and consistent. Mobilization of the conservative 
forces against progressive reforms is a natural phenomenon for Marxists. 


However, the new social situation creates certain premises in this field. 
We may definitely count on the fact that changes which have occurred and 
are occurring in the form of democratization of our social relations will 
create conditions and forces capable of breaching the previously insur- 
mountable resistance and barriers. 


Third, the matter of participation is becoming a key factor. The problem 
discussed even in the economic community for years, between the proponents 
of so-called managerial orientation on the one hand and those of freedom 
of action on the other, has been decided by life itself. Today there are 
no real possibilities for an evolution of our system to take place in 
Poland except through participation. The processes taking place in the 
trade-union movement resolutely establish in the order of the day the 
need for an intense formation and development of various forms of share 
and participation of workers in the management of the economy. This 
involves both representative institutions and autonomous institutions in 
factories, as well as in the Sejm and people's councils. 
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Then rof Mujgel discussed the means and inactrumente of central manage- 
ment of enterprises and other economic organizations. “« situation with 
reapect to management by directives has always played « eubatantial role 

in the evolution of the syatem of the functioning of the economy. There- 
fore it le not possible to follow the path of systems changes except by 
increasing the autonomy of enterprises and other econowic organizations, 
and thus putting definite limite on directives for planning and mar agemenc. 
However, at the present time the economic policy must implement every 
resource and inetrument to counteract the tottering of the balance and 
supporctira improvement in the market situation and Limiting the inflationary 
wap. inie should be assisted by a change in the previous climate of 
relations between the government and society. ‘Some emergency solutions 
must aleo be anticipated, because otherwise no concept will be able to 
actand confrontation with life. Thus, while assuming benefits from the 
inatrument of central management, Steh directives are, during a period of 
transition, there must also be intensive and simultaneous preparation of 
conditions for reform. 


|, Mujzel presented three tangible matters from this viewpoint, the first 
of them being called by mutual agreement the problem of price activation. 
This means that inflationary pressure can appear in different ways and that 
efforts must be concentrated mainly on counteracting ite most destructive 
forma, reducing confidence in pro-efficiency activities and blocking the 
road to systems changes. Therefore there must be a broad presentation of 
possibilities and solutions which will allow the inflationary processes 

to be given the nature of “civilized” inflation. This cannot be achieved 
without price activation, despite social barriers in the previous manage- 
ment «yeten, 


The second problem involves the regulation of distribution (materials, 

raw materials, products) usually associated with directives for production 
and supply. These are the basic instruments in the traditional system of 
the functloning of the national economy. Preserving these directives 

may completely block progress in reform in both central planning and in 
methods of management of economic organizations. In the opinion of Prof 
Muizel, @ solution to this problem will help identify indispensable areas 
for regulation. Here there is a great deal of inertia, routine and habit 
which can completely smother any progress. Therefore a critical and 
selective relationship is necessary with respect to every directive instru- 
ment and form of regulation used. The time horizon of these directives is 
closely associated with this matter, since regulation does not have such a 
ruinous effect on the efficiency of an economic organization where the time 
horizon for using directives has been successfully extended. This involves 
the degree of atability in supply for, let us say, the course of 4 year. 


The third problem is che incentive system. How can regulation of incentive 
for efficiency be introduced into the new system? It is undoubtedly possible 
to make some improvement in indices so that they do not destroy motivation 

or efficiency on the same scale as in the past. But how can this be done 
under conditions of a lack of equilibrium? 
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In the opinion of J, “ujsel an alternative regulation can become a kind of 
monopaony based on a prodw.: selling scarce products through one sales 
organization or one commer.ial organization. In this way the latter would 
become a monopsony of placing orders, coordinating assortment and so on, 
In many cases thie could significantly limit the area of regulation and 
simultaneously guarantee effective central control, 


However, formulations connecting wage funds with efficiency will probably 
lead to some kind of evolution from the so-called increment formula to a 
share torwula. Wider application of thie depends on price arrangements, 
proper formation of the financial system and etrengthening the developed 
ayatem of autonomy. This will mean that the entire fund developed for 
consumer and developmental purposes will remain at the disposal of the 
personnel and economic organizations. The share of the state in the income 
prepared (including collective consumption) would be realized by means of 
suitable financial instruments. The latter (taxes, credits and #0 on, not 
to speak of prices) would also be ineatruments employed flexibly to realize 
the central plan. 


Despite differences of opinion in many individual matters and various 
approaches to their solution, the participants in the discussion evaluated 
the system up to now very critically and unanimously supported authentic 
reform of the economic system and the need to put it into force as rapidly 
as possible. The need for rapid, although well prepared, fundamental 
changes was closely related to the current situation in the country, and 
the restoration of social confidence in the government was recognized as 
one of the major necessary conditions for the success of the reform, thus 
confirming the opinion of J. Mujzel on the complexity and difficulties of 
this task, They stressed that emergency action preceding the reform and 
ayetematizing the economy could have great significance in restoring 
contidence. 


The point of departure in work on the reform should be acceptance of matters 
dealing with labor and enterprise autonomy. 


In this respect the representatives of the industrial and academic communi- 
ties adopted a similar stand. Let us first listen to the representatives 
of tndustry: 


T. Migdal stated: "I am one of those who conduct talks with enterprises. 
Thus | know just how difficult things are because ‘we have directed’ the 
thoughts of society toward what should be done, but without pointing out 
that what should be done is what we are managing economically.” 


Ome condition for achieving relatively rapid improvement in the economy 
is assuring the personnel of an effect on results. However, T. Migdal 
stressed that this matter is associated, among other things, with changes 
in the central planning system which assure cohesion in indices at all 
planning levels. “Without this there is no basis for starting to make 
changes.” 
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[, Migdal asserted that 4 new organization is needed from top to bottom, 

Lt t@ not possible to organize enterprises and associations wearing the 

wame lial, because again inconsistency may develop between organizations 

of the central authorities and lower organizations, Let us recall that 
attempts made to modify the syetem have fixed reaponsibility for a few or 

a lLacger number of indices prescribed by directives, At this time there are 
Already over one hundred of them. And there ia no way “of interpreting” 
auch a large number of indices prescribed by directive in language under- 
atandable by the members of the KSR (Workers' Self-Government Conference]. 


1, Jaworak! sald: “The tncentive connection is undoubtedly the factor in 
the effectiveness of the system. Therefore model solutions and the matter 
of participation must be taken together. An increase in the self-government 
of economic units constitutes the first condition for systems solution, 
while the second is based on the fact that these solutions must somehow 
‘force’ the participation of personnel in management. This is why there 
must be a clear definition in the model solutions of both the role of the 
management of economic organizations and the role of the representative 
organizations of personnel. A knowledge of the model solutions and of the 
mechanieme determines the share of personnel in applying the system." 


|.. Balcerowicz conceived this problem in a different way. He stated that 
the position in the reform projects discussed by J. Mujzel (prepared in the 
Vianning Inatitute), with ite strong emphasis on directives and its weak 

one on enterprise independence, is disquieting. A condition for reform 

to succeed, regardless of preparing a good project, is devising an economic 
policy to achieve at least a relative market balance. Sut with an extensive 
application of directives, that is, an instrument proper fora directive- 
type administrative system, it is easy to justify preservation of developed 
atructures of administration known, among other things, from subbranch- 
ministry orientation. But are these structures capable of renouncing, for 
example, certain investments? As is well-known, they have a great effect 

on the situation in the market and in exports. It is necessary to determine 
whether what only appears to be a technical problem, of the selective 
investment type already mentioned, is not more deeply conditioned by ramifi - 
cations in institutional structures. Changes in them can indeed be spoken 
of in the sense of reducing the number of industrial branch-type ministries 
or their personnel. But this is not the point. The basic condition for 
“nongovernment™ influence is a lack of total dependency ci so economic 
organization on the center. From this point of view changes in an economi 
organization are secondary. On the other hand, changes in the key link, 

in thia case in the central administration, is of essential significance. 
This is the leading link on which most others depend. 


it is possible to limit nongovernment influence on economic organizations 
from the very moment of arranging the economy before the reform. L. 
Balcerowicz acknowledged that many directives can be replaced by activities 
of a different type, for example, government contracts and agreements. in 
exchange for certain obligations from economic organizations, of the type 


67 











of changing the production or assortment structure, central organs can 
aua@rantee an economic organization definite financial resources based 
partially or completely on the rate of return, 


Recalling well-known cases from the past, often mentioned in this proposal 
wan the conclusion of contracts between central organs of state or economic 
adminiatration and enterprises. The discussions emphasized that che 
experience of other socialist countries (for example, Hungary) support a 
reduction in directives. These and other difficulties well known to us 
({n supply for example) will not be solved mainly by reducing the number 
of directive indices, but by devising activity to reduce prime costes and 
improve efficiency. Only in this way can the social costs of economic 
development be significantly reduced and coordination in the economy 
guaranteed, However, a great deal of misunderstanding ‘ee accumulated 
about this matter. 


The opinion still often voiced about the need of retaining directive tasks 
in the area of markets and export production is a misunderstanding. This 
idea surfaced in various statements in which some participants (including 
S. Jedrychowski) recalled the results of the pre-congress discussion held 
on the so-called economist Thursdays, on the thorough groundleseness of 
separating market and export production and of opposing their supply and 
cooperative production, as well as production for the needs of domestic 
investments. Such opposition produces deplorable resuits. 


Prof Waclaw Wilczynski treated this problem in a broader way, reflecting 

on the extent to which project work known up to now fulfills the basic 
criteria which the new system must meet. In the opinion of Prof. Wilczynski, 
the first such criterion is a guarantee of credible premises for decision 
and proper economic choice at all levels, the highest and the lowest. 

From this viewpoint we must reflect on whether maintaining the developed 
organizational structures guarantees a rational choice in the sphere of 
planning and management. W. Wilczyneki recalled that this is a matter of 
structures generally judged as favoring special interests. 


The second criterion is closely associated with the first, but requires 
separate treatment because it refers to the basic industrial link, the 
enterprise, and more precisely stimulators t> reduce prime costs in the 
enterprise. This matter includes a great deal of vagueness, intelligible 
from consideration of other dilemmas, such as those occurring in the 
price sphere. However, if we adopt a long-range price control in the 
future, if prices are still set exclusively on the basis of cost calcula- 
tions, if we retain directives here and there, it will be difficult to 
expect enterprises to function efficiently for the purpose of reducing 
time costs. But this is a critical matter. 


In the opinion of Prof Wilczynski, the connections between standards of 
value and the basis for price formation should be considered differently 
in project preparations. It is exactly the connection between gross 
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measurements and the principles of price formation based on free cost 
valculation which have resulted in the tremendous inflation of costes and 
outlaye.... tf we do not succeed in creating a general tendency to reduce 
prime coste, we will also be unsuccessful in balancing the economy, and 
will not reach any market balance in any section." 


"It Le aleo possible,” W, Wilczyneki continued, "to allege that somehow 
profits would work more effectively in reducing prime costs than added 
value [excluding material services). But what kind of profit? 

ip to thie time profit hae appeared exclusively as a surcharge on growing 
Comte. wa the other hand, we have little knowledge of profit as something 
which occurs as a reeult of reducing prime costs. This category is least 
understood in enterprises, because an increase in profits leads to ite 
vertfication, also entailing a price reduction, Enterprises fear this 
like fire for generally well-known reasons. Therefore we must create 
conditions for increasing profite by means of reducing prime costs. This 
le not yet found in systems solutions. This matter is also of capital 
importance in considering the ‘construction of a systems proposal in the 
area of wages and connections with the economic results of an enterprise 
in such @ way that it would actually lead to a balance, to obtaining a 
surplus in the social product produced by the enterprise above what it 


paid for’, 


Prof Wilcagynski is convinced that this problem must also be looked at from 
the point of view of che economic education of society: 


"We must clarify the essential basis of economic independence, the idea of 
the enterprise which pays workers ae a function of what they actually 
produce. After all, this is a field in which there is inconsistency between 
the trade unions and our pay ideas. Trade unions always aim at identical 
pay in all possible enterprises and plante, and take a very dim look at 
price differentials as a function of economic results. But we must 
inevitably follow the path toward wage differentiation.” 


\ll of the participants in the discussion came out in favor of considering 
the social and political aspects of proper incentive, and strongly 
emphasized the moral and ethical aspects of this problem. A proper and 
intelligible connection between wages and wages could liberate a great 

deal of reserve in economic initiative among working perso: 1, engineering 
and technical cadres and in all employees. Otherwise bilateral connections 
between obligations accepted and a gradual balance of the economy will not 
ve possible. But this is also the condition for adequate solution in the 
matter of retail prices, along with the natural release of reserves in 
Agriculture and further progress in food production. 


\t any rate the reform should be preceded by changes in [materials] supply 
prices and corresponding legislation (a bill on worker autonomy in the 
enterprise, planning and so forth). 


69 

















We have weleccted a few chreade from this very broad discussion in the 
conviction that it is essential to employ outstanding economists in 
economic reforms. Enterprise autonomy and personnel independence dominate 
in thle approach, 


Taking part in the 15 September meeting were: Leszek Balcerowicz, 
Tadeuss Jaworski, Stefan Jedrychoweki, Tadeusz Migdal, Josef Pajencka, 
Erwin Pltehcineki, Mieczyelaw Rakowski, Andrzej Tymowski, Wac)law 
Wilegyneki, Stefan Wieniewski, Zbigniew Wieznieweki and Tadeusz 
Wojclechoweki. 





The meeting of the PTE Main Administration took place 4 days after 

the meeting of the commission discussed above. The Administration 
listened to the information about the work of the commission up to now 
and, after discussion, approved the directions and schedule of further 
work on the report of economic reform guidelines. In their discussions 
they emphasized that reforms cannot be treated in a technocratic manner 
or in @ narrow economic manner, and that a purely instrumental approach 
is not enough. Assuming that this independence will continue in our 
country, the reform should guarantee a suitable system of functioning of 
enterprises and of central institutions. 


There were particularly sharp expressions ageinet incomplete or simulated 
reform. The economist community will not underwrite ea reform which is 
not thorough and comprehensive and treated seriously. The commission 
which is to prepare the reform faces an exceptionally important social 
responsibility. Here the economic community also wants to feel authentic 
joint responsibility. 


The Administration adopted a motion to prepare the report during the next 
month, and after preliminary discussion in the commission and the 26 
plenum, to tranemit it particularly to the government and to the commission 
of the Political Bureau formed to carry out reforms. 


6806 
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ROMANIA 


DEVELOPMENT OF EFFECTIVE TECHNICAL=MATERIAL SUPPLY BASE 


Hucharest FRA SOCTALISTA in Romanian No 18, 20 Sep 80 pp 12-15, 5! 


[Article by Prof Dumitru Fundatura, technical director of the Computer Center of the 
Mintatry of Technical-Material Supply and Control of the Management of Fixed Assets | 


(text) "Special attention must be devoced to expanding our own raw materials basis, 
intensifying research activities, and exploiting the existing reserves useful 
mineral substances throughout the country, including ores that are poorer or 
situated in locations that are more difficult to exploit.” Nicolae Ceausescu, 
apeech to the Second Congress of Peoples’ Councils. 


Tt ta well known that tn recent years the party and state leadership has adopted a 
group of highly etgnificant measures to improve the management, organization, and 
planning of the economy, with profound implications in the technical-matertal supply 
domain. 


The fact ts that supply and distribution are essential components in the process of 
producing matertal goods. It is not merely one point in the circulation of means of 
production, nor solely a regulator between production and consumption, which would 
prevent productton without need or need without coverage, but rather a dynamic 
economic proceas which strongly influences the superior utilization of all the 
material resources available in the country, and the creation of the largest 
possible volume of useful products from the uttlization values brought into 
productive consumption. 


All New and Reusable Resources in the Economic Circuit 


Fiewt and foremost, a good technical-material supply implies an expansion and 
development of our own raw materials and energy basis, a diversification of the 
resource inventory, and an intensified flow of supplies and economic relationships 
among vendors and customers; in other words, it means a speed-up in the circulation 
of means of production in the economy. One of the concrete ways in which this can 
he achieved, is to further increase the reserves of useful substances discovered and 
made available for exploitation, as well as to increase extraction from actual 
deposita. According to 1985 forecasts, net coal production will reach 

B85S-8*.3 million tons, of which 85 percent will be lignite and 15-16.5 million tons 
will he bituminous shale; in addition, we will extract 12.5 million tons of crude 
ofl, 24.5 mitlton cubic meters of methane gas, and so on. The production of 
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non-metallic substances will be developed in accordance with the needs of the 
national economy. During the next fiveryear plan, sulfur production will increase 
fh.) times, and that of kaolin and dolomite 1.4 times; the production of clays, 
bentonite, araphite, and so on, will also be substantially increased, This will 
create condittona for tnereasing the volume of resources in material balances, so 
that the needa of the national economy and users can be met in acientifically 
oatabliahed proporttona and with a degree of maximum certainty. It will also 
improve the ateucture of the electric power balance; of the total electricity 
produced (RA=90 billion kWh) in 1985, nearly 60 percent will be from plants burning 
coal and bicumtnous shale, and 20 percent from hydroelectric plante. 


The interests of the national economy demand that during the coming yeara we place 
in evidence new reeourcea which have not been used or have been poorly used until! 
now; these will be new resources of radioactive ores, rare and scattered metals, 
titano-ztrconifer alluvials, rere earths, potassium salts, and eo on, as well as new 
forms of primary energy (solar, geothermal, wind, and eo on). It is forecast that 
hy 1925 we will replace 2.5<3 million tone of fuels from new resources. 


A dominant trend at the present stage, and one which will have to be stressed in the 
future, ta the suetained promotion of materials that can be obtained in Romania, 
that have properties equal to or even superior to those of conventional ones, and 
that can successfully replace traditional, imported, and more expensive materials, 
such as non-ferrous metals, rare metals in industrial production (gold, silver, 
platinum), alloy elements, and so on, all of which are increasingly difficult co 
find on the world market. 


An important source for expanding the raw and other materials basis is represented 
by local resources. The use of plaster of Paris to build separating partitions in 
hulidings, of reeda and canes as construction materials, of branches, bark, and 
foreat deadfall for the fabrication of various products, and so on, can reduce the 
pressure on the central fund of materials, especially of those that are in short 
supply, making 1¢ possible to distribute a larger portion of the existing materials 
to priority sectors of the economy. In this respect, a high responsibility is 
carried by local organs, which as good stewards and administrators of their counties 
and localities, must act more decisively to discover all the resources in their 
areas, that are likely to directly or indirectly strengthen the material atrength of 
the economy, and to contribute to the coverage of our consumption needs. 


The expanston and tudictous management of our own raw materials and energy basis is 
intimately associated with the superior exploitation of all our available material 
resources. Ase established hy the 12th Party Congress, by 1985 it will be possible 
and neceseary to increase the exploitation indicators of basic raw materials and 
eneruy bv 32-34 percent, to bring the coefficient of metal extraction in the 
production of milled goods to 86 percent, to reduce metal consumption quotas in 
machine production by at least 20-23 percent, and to reduce by at least 

21-23 percent the index of primary energy consumption in industry. 


All theese measures are aimed at a rapid growth in the supply of production with 
domestic matertal resources, as well as at strongly reducing importation by Limiting 
it solely to those materials and products for which resources or technical methods 
do not extat (nm Romania. “Without assuring the material basis,” stated Nicolae 
Ceauneacu at the Workshop of the Central Committee of the RCP on 29-30 May of this 
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year, “we will not he able to properly achteve the production that we need. That is 
why | once more draw vour attention to the fact that we will not proceed to develop 
production on the basta of importations. We will firet of all nave to secure for 
ourselves the raw and other materiale that we need, that we can and must provide, 
and only then will we proceed to develop production.” 

In order to reach the quantitative and qualitative parameters projected for the 
19%1+19R5 pertod, there is a astringent need to achieve all the production levels 
atinpulated by the 1980 plan. Buc the failure to meet the extraction plan for crude 
oll and coal, » delays tn placing tn production and exploiting the new copper 
minea, the fatlure to provide adequate quantities and qualities of certain ores, 
including clay, as well as the fatlure to produce other materials and goods, creates 
a difffeult eituation for the proper etart of the next five-year plan. All levels 
of forces — enterprises, centrals, mintstries -- must be concentrated to overcome 
the present situation, recover arrears, and fulfill the rates prescribed by the 
plan. Thus will we avoid subjecting the national economy to additional efforts for 
covering tn other ways that which our tndustry can but does not offer because of 
persatatent shortcominga itn production activities. 


A particular role tn the intensive exploitation of our resources is played by the 
recovery and industrial processing of materials derived from production and 
consumption. Stressing the importance that local organs must assign to such 
matters, Nicolae Ceausescu pointed out during the speech he gave before the Second 
Congreas of Peoples’ Councils, that these organe “have the duty to intensify their 
work in fully recovering and exploiting the large reusable resources existing in all 
of Romanta's counties and localities. Recovery activities must assure at least 
40-50 percent of the domestic needs for iron, non-ferrous metals, textile fibers 

and fllaments, mineral oflse, and other raw materials.” This practically inexaustible 
activity must hecome constant so as to truly become a more important source for 
covering the needa of the national economy, and for increasingly counteracting the 
limited nature of our resources and the difficulties in procuring some others from 
the world market. The significance of the recovery and industrial processing of 
reusable matertals can be illustrated with numerous examples. For inatance, it 
takes 19 times as much time to produce one ton of bulk cast iron, than to collect, 
process, and deliver one ton of ferrous metals scrap; similarly, the investment cost 
to collect and handle steel scrap tse lees than one-tenth of the investment cost 
necensary to build capabilities for extracting ores and producing bulk cast iron. 

In the paper induatry, the production of one unit of cellulose requ! res 

).5-5S man-days, whereas the same amount can be obtained from recyc.ed paper in only 
1,9-2,.1 man=-days. These examples obviously show the causal relationship and the 
economic effecte created in the most diverse fields of activity, by the recovery and 
recycling of materials. 


The collectton, processing, and utilization of reusable materials introduce 
significant substance gains, not only in the balances of the respective matertals, 
hut oleo tn those of ancillary ones, upstream or downstream of the technologies of 
the products tavolved. For instance: in aluminum production, energy consumption is 
reduced 20-fold through the use of recovered metal, 6.6-fold in the case of copper, 
f-fold tor tron, 3.4-fold for zinc, 2.5=-fold for lead, and so on. In other words, a 
much larger amount of products necessary to the national economy can be produced 
with the same amount of electric power. 
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The acctona organized in Romania converge on the exploitation of an increasing 
volume of reusable resources. But the pace of these actions is still slow and the 
area they encompase still limited. A broad range of reusable resources awaits to be 
reintroduced tnto the economic circuit. Among these are ashes and elag, plastics, 
light bulbs, fluorescent tubes, abrasives, lids and corks, and 60 on. A major cause 
for thie eituation is that a continuous flow from production site to site of usage 
has not yet been organized for reusable material resources for which we already have 
processing techniques and for which ueers have been established. 


A second cause is that inventory and storage processes have not been organized for 
resources for which research has not yet been finalized, and for which technical 
processing methods have therefore not yet been established. 


Expertence has shown chat the focus for locating, sorting, collecting, and 
exploicing reusable material resources is at the enterprise in which they are 
produced. The material records kept by each enterprise must establish in detail the 
deatinacion of each gram of reusable material. Moreover, a close correlation of 
material balances with income and costs budgets, and the use of the financial 
leverages offered hy the economic-financial mechanism, must assure the complete 
recovery of expenses incurred in the purchase of raw materials, including the total 
recovery of the material resources resulting from the production process. Under 
this proposal, income and costs budgets could not be closed with positive results 
without the financial return obtained from the full exploitation of secondary 
matertal resources in each enterprise. 


From Achieving Physical Production to Respect for Contracts 


The large volume of means of production that is being used in the economy, and the 
considerable growth in economic relations among supplier and user enterprises, 
imposes more than ever a rigorous respect for the obligations undertaken by signers 
of contracts; any deviation or failure to respect these obligations entails a chain 
reaction in the enterprises involved with the guilty party, and harms the material 
balance of the plan. That is why a rigorous respect for plan and contractual 
discipline, and the achievement and delivery of physical production in the 
quantities, qualities, and terme established in assignments and purchase orders, are 
economic tasks of the first order and of the highest responsibility. 


Collective management organe in ministries, centrals, and enterprises, and workers’ 
collectives tn enterprises and economic units, have adopted technical and 
organizacitonal measures which will assure that plan tasks and contractual 
obligations are respected to the letter, and that in many cases the assumed 
obligations are even surpassed (for coal, ores, products of the construction 
materials industry, lumber, and so on). A large number of violations of contractual 
obligattons still persist (for refractory materials, tires, electric motors, and so 
on), which place user enterprises in difficult positions, endangering the continuity 
of their production. For instance, back orders for deliveries of refractory 
materials (bricks, concrete, porous pipes, furnace lining materials, and so on) 

from the Muncitorul-Cristian enterprise and from the refractory products enterprises 
of Pleasa, Alba Lullia, and Brasov, have caused the steel combines of Calati, 
Nunedoara, and Resita to exhaust their stocks of such materials, creating a constant 
insecurity of supply with negative repercussions on the production process. 
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Reapect for the plan and contractual discipline te not an elective task which can he 
left up to the decision of one of the parties, but rather a legal obligation on 
whose fulfillment depends the normal conduct of socialist production relationships 
among enterprises. It ts thus also a matter of ethics, of mutual support, and of 
good collaboration among vartous workers’ collectives, so as to achieve common 
goals, while encouraging and vesting their interests in the completion of the tasks 
established in the plan for socioeconomic development and the economic contracts 
signed on the basie of this plan. 


The completio ond delivery of physical production are of critica] importance in 
assuring the correlation which exists, and must exist, between plans and contracts. 
There are timen however, when breaks between plans and contracts lead to a failure 
to fulfill the latter. During the first quarter of this year for tnstance, 32,000 
electric motors of 9.25 MW and more have not been delivered as contracted, while 
the producing enterprises fulfilled their tasks both in terms of produced goods and 
in terme of net production. This discrepancy arises because the plan tasks are 
eatablished in terms of MW, whereas the contracts stipulate a specific number of 
motors of various powers, so as to meet the needs of customers (for tooling and 
inatallattons, for starting production capabilities, and so on). Some manufacturing 
units tend to give priority to large motors, and thus fulfill their plan tasks with 
“a amaller number of motors while fatling to meet their contractual obligations. 


These circumstances raise several problems: to hegin with, they create 
discrepancies between plan and contractual tasks, thus violating legal provisions 
and bringing losses to the economy. Moreover, they impair collaboration hetween 
production untts and customers. The upshot of ali this is that the plan must be 
considered as being fulfilled, with all the consequences that follow, only after all 
contractual obligations have been fully honored. A contradictory situation is 
otherwise created, in which the supplier enterprise, by failing to respect its 
contractual obligations, prevents its customer enterprises from fulfilling the plan, 
even though it fulfills its own plan tasks. The problem is even more acute when the 
fatlure to respect contractual clauses delays the start of production capabilities, 
therehy causing a failure to produce the volume of resources stipulated in material 
halances, and consequently a failure to fully cover the needs of customers. 


The achtevement of physical production is a basic, fundamental principie of the new 
economic mechanism, which assumes first of all that all items of the plan are 
completed on schedule. We cannot have more material goods than the ones we create, 
and we cannot derive benefit from more than we achieve chrough our own work. The 
fact that the new economic mechanism has not been understood or has not been 
implemented as seriousiy and strictly as necessary in some enterprises, is actually 
demonstrated by the failure to provide some products stipulated in the plan and in 
economic contracts. It would appear that some menagement staffs in enterprises and 
centrale, as well as some economists, consider the new economic mechanism as a 
different form of the old regulations, rather than a principle of economic 
existence, a new management concept, and a new form of participation in the nation's 
soctoeconomic development. This explains how some enterprises, such as Unirea~Clu j 
Napoca, Aversa~Bucharest, and others, have fulfilled their value plan for overall 
production and production of goods, while carrying some lags in physical production, 
which they consider as small, instgnificant, unimportant, without realizing that 
they cause a chain reaction failure of physical production in other enterprises. 
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The new economic mechanism and its principles and effects must not be regarded as 
fsolated probleme for each enterprise, and as the sum of private, individual 
economic mechaniame at the level of the national economy. In the words of Nicolae 
Cenuserncu, “we must all understand and act in unison to implement the very important 
prinetples of the new mechantem, which must truly play an active role in the 
mobilization of all the workers’ efforte for the conduct of economic activities with 
the beat possible results.” At the national level therefore, che effects of the new 
economic mechaniem represent the conjugated effort of workers in all fields of 
activity. 


The vast acttlon undertaken to standardize products is of essential importance for 
the judicious utilization of material resources, for the responsible and very 
demanding stewardship of the national wealth, and for proper technical-material 
supply. The purpose of this action is to restrict the very large number of 
inventory items, models, types, and dimensions of products, subassemblies, anc parts 
moving through the economy. 


Analyses have shown that the broad diversification of models has not alwavs resulted 
in better quality, in meeting a wider range of utilizations, or in better product 
reliability. Both in industrial production and in construction and installations, 
designs as well as manufacturing technologies have often specified different choices 
and qualities of materials for the same product or project, even though some of them 
required greater costs and more complex techniques. Eight brands of steel for 
inatance are used in manufacturing piston pins for automobiles and tractors, even 
though thetr operating conditions allow the use of a single brand. “We mst 
decisively curtail,” Nicolae Ceausescu has said, “the anarchy that reigns in the use 
of all sorts of materials, parts, and subassemblies, which hinders production, 
hinders maintenance and repairs, and pushes us toward totally unnecessary 
importations.” The state and party leadership has asked the responsible ministries, 
centrals, and research and design institutes to apply the new standardization steps 
beginning with the second quarter of this year, and to use them as the basis for 
formulating next year's plan. 


Very positive economic results follow the restriction of product model ranges and 
the adoption of standardized product inventories. Some of these results are: 
auperior utilization of production capabilities and machinery, together with a lower 
number of manufacturing technologies; higher mass production of parts and 
subsaseemblies, and application of advanced technologies for manufacturing and 
assembly; reduced consumption of materials, fuele, and energy per unit product, and 
the possibility of formulating rigorous consumption standards; sustained quality of 
products, parts, and subassemblies, taking into consideration the functions that 
they will have to fulfill in operation or during consumption; simplified operations 
and reduced maintenance time for machinery, tooling, and installations, as well as 
the formulation of highly efficient technologies for reconditioning and 
reuttlization of used spare parts. 


In full sewing, the standardization action has resulted in about a 50 percent 
reduction of the models and dimensions analyzed so far, which in turn has already 
made it possible this year to substantially improve the supply inventory. At the 
same time and consequent to this fact, the number of suppliers will also be reduced, 
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thus helping to aimplify economic relationships for supply and distribution, 
eatablish permanent connections for delivery, tncrease reliability and 
effectiveness, and reduce the costs of supply, handling, storage, and transportation 
operations, 


Improve. Forme and Methods of Technical-Material Supply 


One of the highly significant measures taken by our party and state leadership, has 
been aimed at a gradual transition to forms and methods of technical-matertal supply 
which will oso. re a greater efficiency in this economic process. Considering the 
judictous territorial distribution of production forces, the multiplication of 
points of production and consumption, and the constant tncrease in the volume of 
means of production thar are being introduced into the economy, the organization of 
a territorial network of bases and warehouses has been undertaken, along with the 
creation of a system of county bases for technical-matertal supply, as a principal 
link in the flow of a large volume of raw and other materials from suppliers to 
users. The major advantages of this system are primarily to be felt in bringing the 
supply sources of raw and other materials closer to consumers; determining specific 
areas of supply which will simplify economic relations among parties, and assuring 
rational and effective supply flows; optimizing transportation by assigning 
consumers to the closest suppliers; fully ucilizing transportation capabilities and 
using the most suitable means of transportationn in each case; establishing the 
shortest routes for supply and transportation so as to reduce the time necessary for 
the latter; reduce distances covered, handling, sorting, loading, and unloading 
Operations, and costs required by these activities; concentrating the available 
stocks In enterprises, bases, and warehouses, thus creating optimum conditions for a 
untfied administration of technical-material supply processes, and especially for 
efficiently redistributing stocks as a function of the needs that arise at any given 
time; concentrating excess stocks so as to reintroduce them into the economy; 
sorting and resorting stocks at each step depending on concrete user needs; and so 
on. 


Added to these advantages of course, are those associated with the concentration of 
space and storage capabilities, and of machinery, tooling, and installations 
apecific to these activities; their improved utilization through maximum possible 
loading, and the introduction into the economy of released installations; improved 
use of workers and reduction in their numbers; concentration of investment funds and 
their redirection toward the most efficient solution to problems in this field, such 
as: creation of high — 12-15 meters — storage, greater mechan: sation in storage 
and delivery activities, supertor safeguarding and preservation conditions for 
stored materials, elimination of spoilage, and so on. 


To be sure, this organizational solution is only one step, the first step, in 
improving the organization system of technical-material supply. it must be 
continued and developed so that, as the secretary general of the party has 
indicated, “the bases from which materials are transported -- especially for 
construction -- will be as close to their destination as possible in the respective 
county.” The first action would be to finalize the inclusion into a single systen, 
into a unitfied network, of the bases and warehouses that are currently under 
departmental jurisdiction (Ministry of Agriculture and the Food Industry, Ministry 
of the Metallurgical Industry, Ministry of the Machine Building Industry, and so 
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on), thus eliminating parallel operations of similar networks of bases and 
warehouses, most of them with tdentical inventories of parte and materials. Because 
of this, the economy still has scattered stocks of materials with poor possibilities 
for gathering and redistribution. 


The analyses that have been conducted and the experience that has been accumulated 
have demonstrated that the temporary needs of users (3-4 tons of a given material) 
can be met solely from the circulation from stock of a single ton, when the stocks 
happen to be held by a single authority, at a single location. The economy is thus 
relieved of a significant volume of frozen materials, which are returned to the 
economic circuit through the current supply traffic. At the same time, all the 
other advantages mentioned above will be reflected in higher efficiency indicators 
through a continued concentration of all bases and warehouses in a unified 
organizational svstem. 


One more point deserves to be made here. In the Report of the 12th Congress of the 
RCP, Nicolae Ceausescu indicated that: "River transportation will grow 2.0-2.2-fold 
through the introduction of powerful and specialized ships, as well as through the 
opening of the Danube-Black Sea Canal. We will also begin construction of the 
navigable Bucharest-Danube Canal, which will provide a direct water connection 
between the nation's capital, Black Sea ports, and countries of Central Europe.” 
This prospect presents new possibilities for building and locating river warehouses 
~~ either as harbor warehouses, or as supply and transit warehouses -- as well as 
storage areas along the two canals. The intensified river transportation along the 
Danube, as well as the transportation on the Danube-Black Sea Canal, and later on 
the Bucharest=Danube Canal, will attract a large volume of raw and other materials 
to these routes and will make it necessary to devise new supply systems for uses in 
the neighboring areas. The completion of the warehouse network will have to 
consider the definition of a zone in which water transportation and combined 
transportation (railway and automotive) will allow a steady supply flow in a short 
time, with low transportation and supply costs. Estimates show that nearly all the 
Danube plain and Dobrogea will come under the influence of this vast system of 
transportation and supply; in practical terms, all the suppliers and users who 
maintain supply and delivery economic relationships, and who are located in a zone 
hounded by Tubese=Galat t-Bratte on the east, and by the curve of the Carpathians on 
the south-southwest, will be'the major beneficiaries of this traffic. And we must 
not overlook the fact that’ this system of supply and transportation will carry a 
large volume of matertals and products, thus flattening traffic peaks ir railway and 
Automotive transportation in the Danube plain. 


It therefore becomes necessary to define appropriate types of river bases and 
warehouses, thetr circle of coverage, and their system of service, mechanization, 
relationships, organization, and so on, in order to benefit from all their 
advantages as soon as actual utilization circumstances allow it. 


linder the present conditions of constant progress in science and technology, 
improvements in technical-material supply must be achieved through the 
industrializatton of this activity and through its more intensive introduction into 
the production efforts of enterprises and economic units. We therefore find it 
particularly necessary that a number of activities of a productive nature be 
gradually transferred to supply and distribution areas, thus relieving technical 
manufacturing processes of operations which involve the preparation of raw and other 


78 














mteriaia intended for production consumption, Some Of these operattiona are the 
cutting of matertales in fixed and multiple lenetha according to productior eeds, 
Anhaping of tome matertalse, simple or combined shaping, preparation of standard 
siutures (when they do not require technologies apecific for some aanufacturineg 
nfrocessea), routine cleaning and assembly, reconditioning of parte and 
aubasaomhitea, and a0 On, 


T experiments conducted «0 far by some supply organizations (auch aa the ounty 
hana '', Grasov, Prahova, Bucharest, and #0 on) and some enterprises, have ha 
favorahie ft ta which argue te favor of more extenaive tranafer of operations of 


Productive nature to techntcal material supply activities. These concrete reaulte 
ave Seen a recuction tn faerication times because preliminary operations ars 
arried out while teriaia are etfll in the supply warehouses of enterprises o: 

haser; the relief of oroductton workers from operationa preltetnary or secondary to 

fabrticatt m, anc better uttlization of working hours, therehy increasing labor 

productivity; the reduction of suppiy and storage cosets, and the aseurance of a 

coAtinuous, complete, and comprehensive flow of supplies to production, of raw 

materctala and materials ready to be tntroduced tnto fabrication. 


taking over these operations, the technical-matertal supply activity ta expan 
lemented, and better defined in ite direct connection with production, thereb: 


ar ine tnteerated vmpletely and effilctentiv inte the sroductive cireutt. 
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COST NewVCTION KEY BLBALNT IN LYCREASING EFFICIENCY 
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Jarticle by Gh. Sicay "Cost Jeduction, a Aajor laperative for Growth in 
Econusic Efficiency"/ 


frexs/ The new economic anc financial gechaniem, putting the accent on the 
priority that oust be accorded to the intensive factors in economic and so- 
cial development, establishes the production cost as a defining criterion 
of economic efficiency. Am economic category of great importance, spring- 
ing from the requirements for applying the law of value and for the law of 
timesaving, the production cost constitutes the “barometer” of the economic 
activity in the production unite. 


lin all the etagee of development traversec by the Romanian economy, the 
coset diecipline hae been strengthened both by planning the cost-reduction 
taske and by iwproving the content and the techniques of substantiation and 
analysis. In recent years, steps have been taken that have led to the 
eligination of some elements of net income from coste, whick distorted 
their economic content, thus permitting the enterprises to sobilize then- 
selves, by gweane of their own effort, to reduce coste and increase iabor 
productivity, that is, permitting them to operate on the factors that are 
at their dieposal in order to fulfill the taske for reducing the level of 
expenses. it is a question of abolishing the tax on production funds, 
which represented in fact a form of redistribution of net iacome, of resov- 
ing frow costes and bearing directly from fimancial results the land tax, 
the unproductive expenses (fines, penalties, demurrage) and 80 on. 


At present, it can be stated that, from a viewpoint of the content of 
costes, here in our country they reflect embodied labor and labor for it- 
self, and the elements of net income that still exist in costs for practi- 
Cal reasons (contributions to social security, interest on current loans 
and eo on) are situated in terme of percentage at a normal level (5-10 per- 
cent). At the same time, on the basis of a program approved by the govern- 
ment, the introduction of advanced gethodse of calculation and recordkeeping 
of coote \the normative gethod, the standerd sethod, the gachine-hour-cost 
method and 60 on) into the enterprises will permit the prompt following of 





the evolution of the level of costs, including the adoption of preventive 
measures that result from thie and, at the same tise, the aatter of anowing 
ae earl) ae the first days of the next aonth the net output achieved, 


Complete Pulfillment of the Program of Measures 


As a reoult of the steps taken to riaee the degree of technical equipping 
of the enterprises, to improve the technological processes, to reduce sate- 
rial coneumptions, to orient production toward assortments with a high de- 
gree of processing and utilization of raw materials, to increase production 
and lav... »roductivity, significant reductions in production costes have 
been achieved, Thue, savings of about 47.4 billion lei were obtained in 
national industry in the 1966-1970 five-year period anu over 85 billion lei 
(including 61 billion lei from the reduction of waterial expenses) in the 
1971-1975 five-year period, and according to estimated data, nearly 117 
billion lei, including more than 70 billion lei from the reduction of sate- 
rial expenses, will be achieved in the five-year period that we are con- 
ciuding. 


The achievements confirm the fact that where steps were taken and there wav 
constant concern for fulfilling these synthetic qualitative indicators of 
the plan good results were also obtained. Thus, the savings achieved from 
the reduction of the production coe*s obtained in 1979 ae compared with 
1978 in national induetry, under comparable conditions, totai abdout 8.7 
billion lei, Many enterprises in the machine building industry, the setal- 
jurgical industry and light induetry and unite in other industrial branches 
helped to obtain thie volume of savings. 


lowaver, not all the enterprises, industrial centrais and sinistries have 
taken decisive steps to create the conditions needed for reducing the pro- 
luction coste to the stipuiated level. Consequentiy, it is necessary that, 
in the part of the year that still remains, actions be taken to make up the 
lage and create the conditions for completely fulfilling the taske for the 
«hole year, The matter of accentuating ana thoroughiy studying the quali- 
tative aspects in the process of econozic growth constitutes the essential 
coordinate that must manifest iteeif in production activity. in this 
framework, each leu advanced by society sust be Banagec in such a way as *%o 
bring a uaxigum of net income, satiefyin, the requiregents of expanded so- 
cialist reproduction, a sure way to carr) out the policy o. ..ising the 
people's etandard of living. This concept is concretized in the directives 
adopted by the !2th RCP Congress, which p ovided a higher rate of growth of 
national income (6.7-7.4 percent) than th.t of national product (6,0-6.6 
percent and, at the same time, that 60 percent of the increase in national 
income is to be obtained through growth in sociai labor productivity. 

Jnder these conditions, the total expenses per 1,000 lei of commodity out- 
put in national industry in the 1961-1965 five-year period will have to 
fall by 7<6 percent is comparison with 1960 and the aaterial expenses by 
5.5=6 percent. The calculations show that, in industry alone, by fulfil- 
ling the objec’ vee established by the directives, savings cf avout 17* 

















biliion lei, including Gore than 100 billiom lei in material expenses, will 
be obtained, 


in order to give coneistency to the actions for reducing the expenses per 
unit of product, ae early as \974, “Programe of Measures for the ieduction 
of Production Coste,” an integral part of the sole national plan, were in- 
otitutionalived., Practically, theee programe should contain all the waye 
apecific to an economic unit with regard to mobilising the internal re- 
eserves On a6 wide a basis ae possible, should be exhaustive, leid out ac- 
cording to sections and shops with final and intermediate dates for materi- 
aliging the @easures, with preciee responsibilities, evaluated from the 
Viewpoint of the economic effect and, especially, foliowed systematically 
to be mut into practice. 


Although @ome economic unite now possess a certain experience and have re- 
suite in implesenting the cost program as a Ganagement tool in the economic 
and technical processes, others are limiting themselves to drawing up the 
program in a formal way. For example, the "1 Mai" Enterprise in Ploiesti 
ie promoting in the ganufacturing sections the elements of the proauction 
coste (both the direct expenses and the indirect ones) and is seeking sye- 
tematically to materialize the seasures. As @ result, the production costs 
have been reduced continualiy, with the enterprise keeping practically 
within the provisions of the plan. 


Although from a sethodological viewpoint the problem of costes is, in gener- 
al, in agreement with the new economic exigencies, from the analyses sade 
in enterprises and centralise it resulted, deapite declarative appearances, 
that the activity of reducing the production costes has not risen in ail 
cases to a suitable level but has been confined to one or sore overali cai- 
culations gade in the chief accountant's sector. At the same tise, the 
technical plan hase not supported organically, with necessary solutions, the 
planned volume of savings, with the programe of seasures for cost reduction 
sometizes having a general character. The "“Grivita Rosie” Central for Re- 
fineriee anc Chesical Equipment, the Tirgovisete Combine for Special steel, 
the Oltenie Mining Combine, the Craiova Chemical Fertilizer Central, the 
palati iron and Steel Central and so on are in thie state. These unite 
have not Ganaged to reduce the costs this year to the plannec ievel but, on 
the contrary, have exceeded thes by far, especially due to growth in the 
volume of material expenses per unit of product achieved. This is why it 
is necessary to strengthen the plan diecipline for production costs, to 
@liginate formalism in preparing and following the programs of seasures for 
reducing them, in waking plan calculations according to products and updat- 
ing thet, so that they become concrete toole for sanaging the activity of 
the enterprises. 


The promotion of the advanced sethods of recordkeeping anc calculation of 
costes is etill being done at an unsuitabdie rate. Naturaliy, is the initial 
phase, the advanced sethods of ca.culation and recordkeeping require sore 
work, @uitabdle vocational training and exemplary preparation of the general 





framework for application. But, omoe introduced, the advantages are obvi- 
ous. We are referring partioularly to the normative aethod, that of stand- 
ard coste and that of gachine-hour cost, which would aleo permit, besides 
atrict coat discipline, more effective knowledge of the net output--a re- 
quirement of the new economic and financial gechaniam, in adopting one of 
the gethode or another it le necessary to take into account the character 
of production, the epecific character of the technological processes, the 
length of the manufacturing cycle, the complexity and the nomenclature of 
the products, the volume and the structure of the unfinished production, 
and o'hes conditions specific to each production unit, 


Jtiligation of the Available Resources 


The party ana state documente from recent years awell on the necessity of 
reducing produ_tion costs in an organised way, of accentuating the actions 
for economising on social iabor. From the efficient use of worktige, the 
atrengthening of technological discipiine, the raising of the degree of ef- 
fectivenees ana quality in decisions, to the application of the processes 
for optimisation in intraplant transportation, in the scheduling of produc- 
tion and a0 on, there is a wide range of factors that can be sobilised in 
the coot-reduction field. « point out that in gatters of organization of 
production and labor there still are significant reserves that can be drawn 
into the economic circuit, that can help to reduce material expenses and 
costes. The raising of the quaiity in designing new products and in rede- 
signing obsolete procucts also constitutes an important, virtually perma- 
nent way to economize on social labor. 


The way in which the technical documents are drawn up influences strongly 
the level of material expenees and coste. The technical departments in 
centrale and enterprises can sleo make a decisive contribution in thie way 
to the reduction of aaterial expenses and costs. So, for example, at the 
Sacele “EBlectroprecizia” Enterprise, through the redesigning of the asyn- 
chronous electric gotore of 4-7.5 kilowatte, in the sain, savings of over 
590 tons of metal, a pert of which wae copper and alubinum--ecarce sateri- 
sle--have been achieved in the part of '960 that hae passed. 


A special accent gust be put further on recucing the specific consumptions 
of raw materials ard supplies, and especialiy of setal and wood. This 
through a technical-material supp .y based om strictiy neces. .ry calcula- 
tions both quantitatively, Gisen@ioma..y anc quaiitativeiy, as weil as 
through the systematic reduction of the epecific comsumptions per unit of 
product--through the promotion of advanced technologies, the redesigning of 
producte anc the igprovemgent of the structure of production. .n the same 
context, @ epecial accent suet be put on raising the coefficient of utili- 
tation of raw gaterials, om reintroducing reusabie sateriais into the pro- 
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ne Gethod of technica. anaiysis of vaive Gacee an isportant contribution 
to the growth of economic efficiescy, both by reducing the procuction costs 





and by releing the use values of products. Specific to thie method ise the 
fact that it etarte from the idea that economic efficiency depends firstly 
on the quality of the productive conception and only secondly on the tech- 
nicel and organisational conditions for exeoution. According to thie con- 
cept, the optigua of the constructive eolution aust be achieved under the 
technical and organizational production conditions existing in the economy 
at @ given time, The economic priority of the phase of conceiving the 
products in relation to the aanufacture proper resulte from the fact that 
it also conditions to a considerable extent the degree of utilization of 
the possibilities offered by the stage of development of the production 
forces, by the contemporary soientific and technical revolution. 


ee are of the opinion that it is necessary to reexamine the level of the 
adifferest rates and quotas of increase that unjustifiably inflate the mate- 
riel expenses at present. we are referring particularly to the rates of 
the specialized transportation enterprises, the quotas of the technical-ma- 
terial supply bases, the rates contained in ecientific research contracts 
and others. At present, they have overlarge profitabilities in relation to 
the effort exerted end inflate the material expenses of the producing en- 
terprises, reducing accordingly the net output. 


One action with great economic and technical significance requested by tu 
party and etate leadership was that regarding the typification of materials 
and segiproducts. This action gust lead normally to the economization of 
social labor, to the growth of efficiency. However, there are cases when 
for some customers the typification has influences on the level of material 
expenses, The "! Mai” Boterpriee in Ploiesti, for example, blames such in- 
fluences. Clearly, complex and elaborate analyses, proposale that also 
lead to the growth of economic efficiency for the customers who are sup- 
plied with typified products, are necessary in such situations. 


The new economic and financial sechaniem requires solid knowledge of each 
unit's contribution to the process of creation of nationa. incoge, that is, 
of the component elements of the net output, as well as of ail the aspects 
connected with the characterization of economic efficiency. Management of 
the economic unite in the current stage is inconceivaocle without compiez, 
prompt and accurate information, which would be the basis for subetantiat- 
ing decisions of an economic or technical order. The full affirmation of 
self-management and the distinguishing of the favorable effects of self-ad- 
ginietration in the context of the new economic and financial mechaniez are 
achievable only in the case in which the collective leaderehip body will 
investigate and utilize as fully as possible the reserves for reducing the 
production costs. 
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ROMANIA 


LOCAL RESPONSIBILITY FO CONSUMER GOODS SUPPLY -AAMIINED 
Hucharest ALVISTA ECONOMICA in Romanian No 42, 17 Oct 60 pp 12-13 


fartiole by Ur Gheorghe Teodorascu and Dr loan Georgescu: “Greater Powers 
To Manage on «a Territorial Basie the Supplying of the Population"/ 


[Text Socialist trade is one of the fields of social 
life in which the working people's participation in deci- 
sione ia finding iteelf a wider and wider framework for 
Ganilesetation. Stressing this aspect of the evolution of 
Our socialist society, the secretary general of the 
party, Comrade Nicolae Ceausescu, stated at the Second 
Congress of People's Councils: “The people's council 
must supervise the whole supply, regardless of what sin- 
ietry it belongs to. it gust know what needs to be given 
to it, @ust seek to receive high-quaiity goods, gust be 
responsible and gust arrange that these goode reach the 
citizens on time and in good condition,” 


The creation of an inetitutionalized frasework for par- 
ticipation by the consumer in contracting, aiong with ina- 
dustry anc trace--through the creation of councils of 
consumer representatives in ail counties and sunicipali- 
ties--confers a new quality on the act of contracting, 
with the final recipients of the consumer goods being ii- 
rectly involved in estabiishing the commodity sur for 
the locaiity or county that they represent. At prevent, 
over |0,000 working people in various age and income 
groupe and professions belong to councils of consumer 
representatives that operate within the county or city 
trade directorates of the people's councils. 


in this way, one of the basic principles of the new eco- 
Bo@ic Bechanis@® if Gaterielized--namely, the allocation 
of saterial and iive-labor resources only ior the produc- 
tion of gooce that trese representatives of the popuia- 
tion's real de@and indicate as necessary. 











So that the flexible gechaniem created ie transformed 
into a new quality in eupplyimg coneumer goods to the 
population, it ie necessary that gaxigum attention be de~ 
voted to each stage of preparation for and performance of 
contracting--each sequence of the complicated geariag-— 
atarting with the chairmen of the county counoile for 
supplying the population. 


Responsibility for the Act of Contracting and Preparation for it 


The experience of just one edition of the fair of samples of consumer 
g0vude--the fine] moment of a laborious activity of preparing for contract- 
ing--brings out the fact that, despite the extensive organirational efforte 
juet before and during the fair, it achieved only partically ite gain eco- 
nomic function of contracting for the commodity supply for next year, due 
to the fact that some aosolutely necessary premises were not provided, such 
ao knowledge by producers of the raw materiale that they will have next 
year, of the degree of acceptance of new products, and eo on. In order to 
eneure the unitary coordination of all these precontractual stages, as the 
experience of other socialist countries also shows, it seeme extremely use- 
ful to perpetuate the activity of the commission for organization of faire 
of samples, 


The entire activity of forming the collections of samples for contracting, 
starting with the approval of new products, the preparation of the exhibi- 
tion list--exclusively from new products--and the coordination of all the 
producers of coneumer goods in providing the samples on time and in good 
condition are only a few of the taske that devolve upon the organisere of 
fairs of samples for contracting. 


At the time of presentation at a fair for contracting, the new proguct must 
have degonstrated ite viability through confrontation with consumers, 
through trial sales. in this regard, too, all the conaitions provided are 
at the disposal of the producers, namely: 


1, The county trade codies have exprese tasks along ‘the line of organizing 
together with the enterpr’.ses that produce conswaer goods display exposi- 
tione and fairs, by meaner of which tne degree of acceptance of new products 
by the population is verified, 


2. For the products obtained under conditions of small series and one-of- 
a-kind iteme there is the possibility of recovering the production expenses 
to the extent to which they fit into the higher classes of quality. 


3. The satisfying of the neea for small articles for home use, to supple- 
went the assortment offered by iarge-scale industry, is done on a county 
level by small-scale industry, which can and must harmonize the structure 
of ite manufacturing list with the local structure of the demand, 











4. ‘The dieplay stores of industry and he cooperative system can justify 
their exiatence only ineotar as they actually concern themselves with in- 
troducing and bringing out new products of the producers that they repre- 
went, etudying the population's real demand both in their own county and in 
the other big cities in which dleplay stores of the producers operate. 


These are only @ few of the organisational presises from which it is possi- 
ble to start in the joint trade-industry actions of preparing for contract- 
ing. The initiatives of county trade directorates like those in Sibiu, 
ures and Tigieoara, which have performed in recent years interesting ac- 
tions tor vromotion of salee and presentation of new products, prove that 
there are wide possibilities of carrying out efficient actions of prospect- 
ing and promotion, 


The very decisions on approving new products Bust pass through the filter 
of the opinion of the final recipient--the consumer. To this end, it is 
possible to conaider that, besides the representatives of industry and 
trade, the consumer representatives be invited to the approval activity. 
For example, in the People's Republic of Bulgaria the coilection of models 
of garmente, before being exhibited for contracting, is sent for advice to 
a “council of expert artists," formed of specialiste of light industry and 
domestic trade, members of the Union of Plastic Artiste and youth and wom- 
en's organizations, Coming to the contracting with an image based largely 
on the local demand, the county's representatives (the trade directorate, 
the commercial enterprises, the council for supplying the population, the 
council of consumer representatives, will be able to formulate, under con- 
ditions of sinimum risk (the risk of supplying hard-to-sell goode), the need 
for the commodity supply for the locality or county that they represent. 


From "Plan Positions” to a Complex of Needs 


ehile these are the exigencies with regard to formulating the demand for 
goods, it ie necessary that attention also be devoted ty producers to the 
ovner side of the contractual sechanisa--to formulating the supply. 


[t i8 a question of orienting the production of consumer goods by starting 
frot a xnown configuration of the population's complex of needs. Sy a con- 
plex of needs we sean a juelitatively new understanding of the poprlation's 
needs, turning fros offering « respectively, contracting for the commod- 
ity supply according to commodity-science groups--woo. c.ioin otton cloth, 
heather footwear, nonleather footwear and 80 On--to groups of ocdjects \out- 
fate and sete that satisfy oany needs in a harmoniously correlated way. 
heazples can be numerous, Starting with the possibility of simultaneously 
buying fancy leather goods (handbag and belt matched with seasonal foot- 
wear, or a topcoat-hat-scarf and so On, going to a complete kitchen (home 
appliances, kitchen furniture and chine, integrated into a functional sys- 
tem of objects in good taste or even an apartzent furnished to order. 


Naturally, the offering of such a complex service can have an extrezely 
significant effect on the population's budget of time (the time spent on 
shopping, as well as on the ganner of satisfying a need from a qualitative 














viewpoint. The utilization of the powerful economic too. that economic 
contracts and, respectively, pias discipline in correlating, harmonising 
and modulariging into systema the various parts of the population's complex 
of needs constitute can have a waxigum economic and social effect on the 
production of consumer goods. 


Naturally, euch an intricately correlated industrial supply takes more work 
of conception and multidisciplinary conaultation--like that done by the 
Center for Industrial Creation of the Ministry of Light industry (research 
on the market, sociology, anthropology, design, management, data processing, 
technical design of products and so on). 


Ln would be unrealistic for us to regard as possible the centralized plan- 
ning of the relations of industrial cooperation between all the enterprises 
that oroduce consumer goods (o 20 enterprises collaborate just to make 

o man's suit), but it is possible to study the possibility of coordinating 
through the county trade directorates and the industrial centrale groups of 
industrial enterprises that work together to achieve the complex supply-- 
the industrial transposition of the complex of neede,. 


In practice, one often encounters the opposite tendency of producers to 
avoid cooperation, even at the risk of using for consumer goods a single 
raw waterial (just plastic, just wood, just glass, just metal). The small 
plastic articles for home use that, in the absence of metal reinforcement, 
wear out very rapidly constitute the most graphic example. The avoidance 
of cooperation between prod .cers also has repercussions on the possibdili- 
ties of diversifying the supply by creating combined glasse-metal-wood-plas- 
tic articles, a field in which modern design has a big say. 


However, theee difficulties--be they objective or subjective--of the indus- 

triel producers of consumer goods can be overcome with much flexibility by 

the unitg of small-scale industry, provided that the Centers of Creation of 

UCECOM /the Central Union of Artisan Cooperativeg, and other sizilar insti- 

tutions offer godels of products approved, as we said earlier, by competent 

specialists, Otherwise, small-scale industry, instead of contributing to 

the reuse of mwaterials, is transformed into a waster of raw materieis (|see 

the “bitsch" products of wood, zetal, plastic and textiles existing in some 

“display” stores of the cooperative system). , 


Accoraing to the tasks assigned along the line of coordinating smail-scale 
industry by the Congrese of People's Councils, the local bodies of state 
power can step in promptly and effectively to orient small-scale industry's 
production in conformity with the population's real demand, conferring also 
an educational role on ite supply of consumer goods, guiding the demand to- 
ward nigh-quaiity products obtained even from reusable materials, 


Control of the Flows of Goods by Means of Flows of Information 


Jf course, @anagement ani control of the distribution of a commercial as- 
sortment of over 300,000 goods raise important problems of information 
through the industry-industry channel (for collaboration, the 








industry-trade channel (for contracting) and the industry-trade-consumer 
channel (for knowing the real demand), 


And the existence of a catalog of products, according to groups of goods, 
according to sets of grouped goods, seems to be a main requirement in meet- 
ing thie need for information--catalogs that can and gust simultaneously 
fulfill three functions: that of information about the seasonal supply, 
including new items, that of a reference document for orders, and that of 
control, offering the parameters for the qualitative reception of the prod- 
uct. As a complement for information about the new items in the supply, it 
is pos.ibdle to organize, in conformity with the regulatory framework in 
force, county expositions and fairs for presenting the consumer goods pro- 
duced in a county or many adjacent counties, through the joint efforts of 
the county trade bodies and of national and local industry. In addition, 
it is possible to organize actions for bringing out and testing the new 
products through the display stores and the specialized boutique-type 
stores and their correspondent for metal and chemical goods. 


At present, there is a highly developed network of display stores: 536 of 
light inaustry, 935 of the food industry, 966 of agriculture, 159 of for- 
estry economy and construction materials and 1,621 of the artisan coopera- 
tive eystem. All these precontractual actions must be spaced out in such 
a way as to permit compliance with the ;rovision of the law on economic 
contracts that stipulates: “In the case of products for which on the con- 
tracting date the assortments, types, dimensions or other characteristics 
necessary for executing the assumed obligations are not specified, the par- 
ties will stipulate the dates for presenting them, which will not be able 
to exceed 6 months before the date of delivery.” All the more when it is 
a question of contracting proper--—done in recent years during the fairs of 
samples--there is posed the problem of providing the legal period for pre- 
paring for manufacture, 


Viewed in this context, the problem of contracting in August for the first 
half of the next year creates “from the go" delays in preparing fo: ganu- 
facture, Naturally, since the contracting for some groups of goods is not 
finished during the fair of samples but also continues in the following 
months, the delivery dates will also be shifted accordingly and, instead of 
arriving in the stores at the start of che season, the commodity will ar- 
rive at the enc of the season, when in fact, according to the legal norms 
in force, the clearance of seagomal goods has to begin. 


Jtarting from these considerations, it seems much wore efficient to organ- 
ize the fairs of samples in the first half of the year, in order to be able 
to fulfill under conditions of good spacing in time the function of con- 
tracting for the next year. The precontractual actions would be spaced out 
in time in accordance with this new date: the preparation of the collec- 
tions of samples, the preparation and distribution of the cataiogs of prod- 
ucts, the holding of the county expositions and fairs of samples, the test- 
ing of new vroducts in display stores. The performance of the precontract- 
ual actions in a proper way presupposes the suitable instruction of the 
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walespeople both about the characteristics of the new products and about 
the methods of etudying the demand and of testing the products, 


The correlated, extensive utiligation of the methods of studying the demand 
Bust permit the identification of the etructure of the population's demand, 
of the choices about the new products in a proportion »f 90 percent before 
the opening of the national fair of samples, with the latter yielding the 
last corrections in the commodity supply forecast by the county trade di- 
rectorate together with the people's council (the forecasting commission). 


The producers of coneumer goods in the GDR, which created for themselves 
centers of the market-research industry in order to orient the production 
of eurable goods, possess good experience in organizing the industry-trade- 
consumer information flows. Starting from the three major objectives of 
the present--the easing of housework, the saving of energy and the saving 
of raw nate.ials--there are studied the possibilities of applying technical 
progrese to the production of curable goods, along the coordinates of the 
aseortaent evolution existing on a world level and of the domestic demand. 


In order to simplify the operations of contracting and, at the same tine, 
in order to diversify the supply on the domestic market in Csechosiovakia 
the utilisation of a single collection both for deliveries to the market 
Supply and for exportation was established. 


Through the amendmente nade in Law No 56/1968 for organizing and operating 
the people's councils, there is specified their responsibility both with 
regard to drawing up the plane for economic and social development on a 
territorial basis and with regard to organizing, guiding and supervising 
the fulfillment of the plan targets, including with regard to steadily sup- 
plying and properly serving the population, developing and diversifying the 
range of products and services and improving their quality. 


In this way, the distribution of the commodity supply and of the trace net- 
work according to localities, in conformity with the specific character and 
the structure of the demand, the development of small-scale industry, in 
accordance with the local requirements, and the control of contractual dis- 
Ccipline in supplying the goods to the population in terms of delivery dates 
and quality are concentrated at the level of i.° Ganagement on a territori- 
al dasis both of the powere with regard to evaluating as accurately as pos- 
sible in terms of volume and structure the population's demanc within the 
framework of the plan and of the factors that provide for the inplesenta- 
tion of the plan. The utilization of this democratic framework for manag- 
ing trade and services on a territorial basis creates premises for dealing 
with the relations between the producer of consumer goods, trade and the 
coneumer with gore competence, responsibility toward the citizens, and 
firmness, 
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ROMANIA 


CONSERVATION FACTOR IN ELECTRIC, THERMAL ENERGY PRODUCTION 
Bucharest ERA SOCIALISTA in Romanian No 17 5 Sep 80 pp 11-13 


[Article engineer Loan Muncean of Sibiu: "Efficiency in the Production 
of Electrical and Thermal Energy'')] 


[Text] The program-directive for research and development in the field 

of energy, as approved by the 12th Party Congress, has as a fundamental 
objective our councry’s attainment and surpassing in the shortest possible 
time the best achievements in the world with regards to energy consumption 
per unit of national income. 


Given the fact that the electrical energy branch consumes an importent 
amount (approximately 21.5 percent in 1976) of the total amount of 
primary energy consumed in the country, it is understood that any savings 
in this field can make a noticeable contribution to attaining the 
established objectives. For that reason, the program-directive asks the 
researchers, specialists and all workers in the national electro-energy 
system ‘to work in the direction of continued improvement and exploitation 
of this system, ensuring the complete use of the energy and thermal 
potential, the simplification of the energy distribution network, the 
creation of autonomous zones and the growth of safety in the operation 

of the entire system.’ 


In the electrical and thermal energy branch, expenditures for fuels and 
water, as well as for the electricity used within the branch itself, 
represented in 1977 approximately 51.3 percent of total proc .cion expendi- 
tures, while in 1975 this figure reached 53 percent. We should note from 
the very beginning that these figures reach those levels, among other 
things, because of the relatively low level of efficiency in the conversion 
of primary energy into electricity. Although in our country the level of 
efficiency grew from approximately 33 percent in 1974 to nearly 37 percent 
in 1976, ic is still lower than that achieved in other countries. Thus, 

the large losses of energy, approximately 63 percent, in the process of 
producing electricity are a cause in the high level of fuels in the cost 

of the electricity and contribute 20.5 percent to the total energy loss 

of the country. 
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The result ie chat if we find the appropriate solutions to reduce the 
principal element of production costs in the electrical power stations, 
costs for fuels, electricity and water, we will contribute to the achieve- 
ment of the fundamental objective of the program-directive. First, let 

us examine the specific conditions in our country regarding the trend to 
reduce or to increase production costs in the thermo-electrical power 
stations. We are faced with a continuing increase in the costs of fuels 
for the production of thermo-electrical energy since efforts are being 
made to replace natural gas with coal and the price for a conventional 

ton of coal is approximately double that for gas. In the future, this 
trend will be accentuated so that, according to forecasts, in 1985 the 
percentage of thermo-electrical energy produced on the basis of coal 

will be 55 percent of the total, compared to only 26.2 percent in 1976. 
while that produced on the basis of hydrocarbons will fall to 20 percent 
instead of the 57.1 percent of 1976. We should also add the fact that, 
because of the particular nature of fuels, thermo-electrical energy produced 
on the basis of hydrocarbons has a lower specific and technological level 
of consumption than that produced on the basis of coal. Thus, in 1977, 

the production of one MWh consumed 291 kgcc in the case of power stations 
using gas and 362 kgcc in the case of those using coal. The result is 

that in order to stop the increase in the costs of thermo-electrical 
energy, under conditions of replacing hydrocarbons with coal and of the 
increasing prices for fuels throughout the world, it is absolutely 
necessary to adopt a technology that will ensure the production of electri- 
cal energy at a much higher level of efficiency than that attained in the 
condensation-type thermo-electrical power stations installed at the mine 
entrance. 


The conservation of primary energy and resources represents che priority 
exigency in stopping waste. At the same time, it is necessary that the 
concepts of exclusivity, unilateral action and specialization in the 

sense of producing solely electricity be replaced permanently by the 
complex and complete use of primary energy. Moreover, the idea of a tech- 
nology without residues and of a production cycle that is as closed as 
possible is ever more present in scientific literature. On the international 
level, new methods are being elaborated for the organization oi industrial 
production based or the maximum use of raw materials and energy resources. 
For that reason, it is = .e specialists’ job to confront, correlate and 
assemble the avilable «nowledge for the purpose of using it in a superior, 
integrated manner in the interest of the economic and social development 

of the country. 


It is a positive fact that in our country the average consumption of fuel 
for the production of energy in the thermo-electrical power stations has 
continually fallen, from 341 kucc/MWh in 1970 to 314 kgcc/MWh in 1976, 

along with a decrease in technological consumption itself. At the same time, 
energy losses in the electrical power network were reduced. 
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Keeping in mind the continuing intensification of the electrification 

of technological processes in the economy and the replacement of hydro- 
carbons with coal to a significant degree in the procese of producing 
thermo-electrical energy, we @uet expect that in the coming 5 to 6 yeare 
the amount of fuel coneaumed to produce electricity will approach 

WO percent of the totel coneumption of primary energy in the country and, 
therefore, the electrical energy sub-branch will noticeably influence 

the indicator for “energy consumption per unit of national income." This 
ie the -irce of the importance for critically examining the technological 
procees that today dominates the production of thermo-electrical energy, 
the means of transporting it from the place where it is produced to the 
place where it is consumed, the technology of producing thermal energy 

in large urban areas, the transportation of fuels and so forth. 


We are not saying anything new in stating that we must have the appropriate 
production facilities in order Lo move to new, more evolved industrial 
etructures. 


In the field of the combined production of thermal and electrical energy, 
we have in Bucharest a model of large proportions: three heat-supplving 
thermo-electrical power stations belonging to the "Electrocentrala" 
Enterprise in Bucharest and which, beginning in 1975, have production 
capacities exceeding 900 MW and 1,300 Gceal/h of steam drawn from the 
turbines. This model was in the experimental phase for over 10 years 
and encompasses a vast network for the transportation and distribution 
of industrial technological steam and hot water for heating. Along with 
the broadening of the heat-supplying systems and the gaining of rich 
experiences in the exploitation of these forms of combined production 
of thermal and electrical energy, we find a speccaculear and continuing 
decrease in the specific net consumption of fuel. 


In seeking new solutions that will lead to the reduction of fuel consumption, 
the collective at the enterprise completed technical modifications necessary 
to permit classical turbines built to operate on the principles of condensa- 
tion and eteam in-take, to operate during the cold months (October-April) 

on the basis of counter-pressure. This experiment, with special results 

with regards to the safety of operations of installations and powered 
equipment, suggests the idea of building some heat-suppiy.n, electrical 
power stations using counter-preseure turbines in the large cities in our 
country, with them operating according to the model set by the sugar 
factories, that is, seasonally, during the majority of the 7 cold months 
operating with all the powered equipment and during the warm season just 
with some of them. 


Thie type of power station is especially interesting today when, in accord- 
ance with the energy policy promoted by the party, the new thermo-electrical 
power stations can only use solid fuels (coal). And, coal, especially 
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lignite, contains large amounte of waste material which implies signifi- 
cant expenditures for transportation in the case of moving it great 
diatances via railroad. In replacing the classical powered equipment 

in the heat-producing electrical power stations in the large cities 
throughout the country with counter-pressure turbines, we can eneure 

the economic competitiveness of using coal at long distances from the 
place of procurement. The cooling equipment of the classical heat- 
producing electrical power station is characterized by especially low 
use indices with regards to the solution we are calling for here. At 

the same time, we note that the volume of investmente for thie equipment 
is comparatively larger, involving more building and occupying an 
important amount of land. 


Along the same idea, it must be said that the volume of cooling water 

for the power stations using counter-preseure turbines is merely 
approximately 10 percent of that of the claseical power station, total 
investment expenditures are reduced by over 4 percent and the amount 

of construction is reduced by 15 to 18 percent. The result of the above 

ie that the heat-producing counter-pressure turbine power station presents 
a series of economic advantages of special important now and in the future. 


It is said that technology is an historical phenomenon. Actually, during 
an earlier stage (1950-1960), for economic reasons (the need to conserve 
investment funds for the construction of electrical power stations, the 
need to conserve primary energy for the production of electricity, the 
need co increase safety in the operation of the energy system and so 
forth) a certain technology was selected in the construction and operation 
of the national energy system, making necessary the interconnection of 

the system, an action that was achieved. 


Currently, in our opinion, a similar problem is facing Romanian energy 
specialiste, which also is based in economic reasons. The conservation 

of primary energy in the production of electrical and thermal energy 

for the large municipalities in the country and the growth of safety 

in supplying consumers can be achieved under the new conditions by 

modifying building and operating technologies of the national energy 
system. At t. time, ic ie necessary to have a partial decentralization 

of the productic of electricity at the national level and a centralization 
at the local le «1 (at the level of municipalities and the areas around 

them) in the production of thermal energy, using the adequate technology 

at certain heat-producing electrical power stations of modest power 

(150-400 MW), equipped with several high power counter-pressure steam 
turbines (50-150 MW). This solution goes along with the directives 
established at the 10th Party Congress that in the future we must keep in 
mind the fact that in some fields and branches of production small and medium 
sized enterprises can use local resources w'th relatively lower investments, 
with their conetruction being justified from an economic point of view. 














Given the advantages of large-scale production, many of those who are 
involved in the optimization of the size of economic unite are in favor 
of larp unite ae a guarantee for higher profitability. A similar thought 
also provably existed when our large condensation-type thermo-electrical 
power etations were sized. If we take into account eix of the thermo- 
electrical power stations that use coal (Doicesti, Iealnita, Mint‘a, 
Paroseni, Rovinari and Turceni), we find that at their final capacity 
their average power is over 1,200 MW. 


The concentration of electricity in the large thermo-electrical power 
etations cannot be a rigidly applied rule. The optimum size of a thermo- 
electrical p. wer station ae a rule falle within the general regulation 
regarding economic industrial units, with it being dependent upon the 
combination of the internal technologicel process, the distance over 
which fuel must be supplied, the costs for investment and use and for 
the transport of electricity and thermal energy, and so forth. 


Here are several aspects that invite reflections upon future solutions 

for our country's energy situation. Let use refer, for example, to the 

losses of electricity in the electrical power network. Reported as part 

of the total amount of consumption, in percent, these losses are continually 
decreasing. In physical terms, however, they are still at approximately 

four billion kWh per year, or at a level equal to the country's electrical 
energy production in 1955 (4.37 billion kWh). In 1977, in the 4.1 billion 
kWh loss, nearly four million tons of lignite was additionally coneumed, 

or approximately 35 percent of the country's lignite production that year. 


In a close examination, we find that there are several very industrialized 
counties that locally produce a negligible amount of electricity compared 
to the amount they consume. In this situation, for example, are Brasov, 
Cluj, Sibiu and Timie counties. In Sibiu County, which has the greatest 
electrical production capacity of the four counties named, last year 

only ten percent of the energy consumed in the county was produced locally. 
The result ie that this county, like othere in a similar situation, gets 
ite electricity from far away, via 400 and 220 kV high tension power lines 
and the corresponding transformer stations, which involves, on one hand, 
important investment expenditures to build these installations and, on the 
other hand, use costs, including losses in the electrical >». er network. 
We can aleo add that the energy losses in our country's electrical power 
network are much greater than those in other countries. 








The processing of statistical data shows that in Romania to get one MW 

of power out of an electrical power station it is necessary to build 

511 meters of high tension power line (220 and 400 kV), and for each 
kilometer of this line it is necessary to install and electrical transformer 
station of 1.67 MVA. And, in very high tension lines there is an approximate 
20 percent of the total energy losses in the electrical power network. 
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Along with the construction and use of the condensation-type large 
thermo-electrical power etationse which, ae we showed earlier use 

fuel at @ maximum rate of efficiency of 35 percent, in some municipalities 
with populations between 100,000 and 300,000 (like, for example, Baia Mare, 
Breeov, Cluj-Napoce, Sibiu, Timisoara and Tirgu Mures) solutions have been 
adopted cto produce thermal energy (industrial technological steam and hot 
water for heating) in thermal power stations, again with low levels of 
effictency (40 to 60 percent) and numerous personnel. 


What we have said until now shows the existence of a contradiction between 
the macroeconomic optimum and the microeconomic optimum. The construction 
of large condensation-type thermo-electrical power stations having low 
levele of effictency and very high tension lines and stations, which 
require important amounte of investment funds and the consumption of large 
quantities of energy-intensive materials (cement, steel, copper, aluminum, 
isulators), turne out to be a doubtful solution at best. This is even more 
so since in other countries, ae we have shown, thermo-electrical energy 
production is done with much higher levels of efficiency and, at the same 
time, with emaller energy losses in the network. 


The struggle for energy cannot and must not confine iteelf to the discovery 
of new resources of fossil fuele. To an equal degree, this struggle involves 
the process of exploiting, trensforming, transporting and using energy, 
with the existing reserves in each area being huge. We also noted the fact 
that from a etrategic point of view it is preferable for us to use invest- 
ment funde on a priority basis in the area of transforming energy (in the 
heat-producing counter-pressure turbine equipped thermo-electrical power 
stations). This etrategy will permit the reserves of primary, classical 

and nuclear energy thet are found underground in our country to become 
available to future generations for use. 


Under the new conditions in our country, where there is « transition from 
the burning of hydrocarbons to the burning of solid fuels in the thermo- 
electrical power stations, the energy field is objectively confronted with 

a series of unusually complex technical-economic problems. For that reason, 
energy solutions can only be analyzed in a systematic manner. With regards 

to the criterion upon which decisions will be made regarding energy inetalla- 
tione for the production of electrical and thermal energy, we feel that it 
must always be “the rate of economic efficiency of the fixed assets." Accord- 
ing to thie criterion, it is opportune to draw up a program to build heat- 
producing counter-pressure turbine equipped electrical power stations that 
use lignite in all the large municipalities and cities in the country. They 
will substantially reduce the current consumption of hydrocarbons, will 














eneure maintaining the specific level of consumption of fuels for 

the production of electricity at approximately the current level, 

will contribute to avoiding the pollution of the cities and will make 
@ contribution that te not at all negligible to improving the indicator 
for “energy consumption per unit of national income." 
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MEAS''RES TO INCREASE LIVESTOCK PRODUCTION 
Bucharest REVISTA ROONGMICA in Romanian No ll, 10 Oct 80 pp 9-10 


ticle by Nicolae David: "Priority Aims and Requirements for Increased Livestock 
and Production"7 


Because of the role and importance of the producte the sootechnical sector 
supplies the national economy, the extent and quality of its development are indica- 
tive of the degree of intensification, modernization and effectiveness of contempor- 
ary agriculture. The priority given to development of sootechnology within general 
agricultural development is the very thrust of our party's and state's agrarian poli- 
cy, both now and in the next five-year plan especially. 


Traraition of Romanian sootechnology to a new and radically better quality will be ac- 
accomplished by two essential methods that are well known but so far inadequately used: 
(1) increasing the numbers of livestock and improving the structure of these numbers, 
amd (2) increasing the average outpute per foddered animal. 





As tie documents of the 1?th Party Congress specify, the mumbers of the main species 
of livestock will have to reach over § million cattle, 1-15 million hogs, 20-22 mil- 
lion sheep and goats, and over 60 million laying poultry by 1985. 


A radical leap in increasing the average yields per animal (which must reach 3,500- 

3,700 liters of cow's milk, 4.6.8 kg of wool, and 725-230 eggs in the state sector 
of agriculture in 1985) is an even more important problem than the increase in num 

bers. In this area we still have marked lags behind the requirements, the existing 

conditions and the results of other countries' agriculture. In 1978 on the national 
total an average milk yield of only 1,908 liters (2,833 liters in state agricultural 
enterprises and 1,l.67 liters in agricultural cooperatives) was obtained per foddered 
cow, a multe unsatisfactory level that has been sharply criticised several times by 

the party secretary general, Comrade Nicolae Ceausescu. 


As the calculations show, if even the present number of milch cows in Romania pro- 
duced an average yield like that of the state egricultural enterprises, society would 
benefit by an additional output of more than 2: million hectoliters of milk (115 lit- 
ers more per capita). This would favorably affect both the supply of the public and 
the economic effectiveness of the agricultural unite or, as Comrade Nicolae Ceausescu 
said, a mere 10 percent gain in the average weight upon slaughtering would mean an 
additional output of 120,000-150,000 tons of meat, improving the supply of the public 
and incresing the surpluses for emport. 











Really ecientific organization of the process of livestock reproduction is essential 
both to increasing the numbers and to stimulating the growth of the average yiclds 
per animal. 


Qualitative Changes in Organization of Livestock Reproduction 


Since the process of |ivestock reproduction is an essential component# of the animal 
husbandry system the agricultural units especially, as well as the other responsible 
elemente in a,Ticul'ure, should give it a real priority. 


The number © .oune obtained and weaned from a brood female at a birth primarily de- 
penis upon reprotuction. From this standpoint the growth rate of the nunber of live- 
stock, the possibilities of selection and improvement, the mumber of livestock with 
which the fattening centers can be populated or which can be delivered for slaughter, 
the quantity of meat obtained annually from a brood female, the regularity of the 
meat output, etc. are direct or indirect effects of the extent, quality and method 
of organizing reproduction. Meanwhile the cost of an animal at birth or weaning 

(a calf, lamb, piglet or ]-day chick) primarily depends upon the fertility of the 
brood animals and the way the young are raintained in the period from birth to 
weaning. 


It would be a mistake to judge the importance of organising livestock reproduction 
solely by the number and cost of the young obtained. It is a peculiarity of the s00- 
technical sector that economic reproduction is involved with the natural reproduction 
of the livestock,and *technical-organizational defects in natural reproduction adverse- 
ly affect the economic process of reproduction and the general economic process of the 
wit ee wel). Actually, without constant improvement of the natural reproduction of 
the livestock the reproduction process in zootechnology is disturbed, because females 
that do not conforr to the normal reproductive cycle of the species and breed produce 
a limited mumber of young. Production gradually declines, the animals become sterile 
as well as unproductive and have to be rehabilitated, and large expenditures of feed 
and other materials are made in relation to the output obtained. Labor productivity 
falle off, and the maintenance and exploitation of the animals become uneconomic. 
Results can also be unsatisfactory if too many or too few sires are maintained in a 
herd in relation to the number of brood females, or if the artificial insemination 
technology is defective. All this calls for due attention to scientific organization 
of livestock reproduction in view of the species and category of the livestock, the 
technology used, tie maintenance system, condition of the existing shelters, etc. 


Tn bringing out the need of definite measures for better orja:ization of livestock re- 
production, Comrade Nicolae Ceausescu pointed out that the process should be conduc- 
ted with great corpetence ani by no means left to chance: “The technological process 
providing for births and attainment of the proper birth rate must be controlled 


weekly." 


Optimal livestock reproduction, a process whose essential features mst be integrated 
in a true systen of interdependences and correlations, requires introduction and ob- 
servance in practice of the following series of measures: 


- Planned mounting of all brood females and young reaching the reproduction age; 


BY devoted the study published in REVISTA EOCONGMICA No 33, 1980 to the other basic 
component, namely livestock feeding. 
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- Trouping or spacing of the mountings according to species, purpose of breeding, ag- 
ricultural area, technology used etc,; 


- Precise orginisation of the mountings and maintenance of the pregnant animals, in 
order to raise the indices of mounting, fertility, gestation, birth and proliferation; 


- Bvery provision to obtain as many young a year as possible from a brood female \to 
raise the fertility index); 


- Interbreeding and industrial crossbreeding in units where the technology does not 
require pure breeding; 


- Very careful breeding of brood young and their rational and efficient use to replace 
the rejected brood animals, to increase the number of brood animals, or for sales to 
other unite; 


- Regular checking of female young and adult females to determine the dates of mount- 
‘ng and rejection as exactly as possible; 


- Preparation, by every unit with a zootechnical function, of the plan for mounting 
and birthe and strict conformity to its provisions; 


- Oryanization of the information system concerning mountings, gestation diagnosis, 
births, slaughterings, transfers to other livestock categories, deliveries of live- 
stock, production, selection etc. 


Consistent application of all these measures, which are the main content of organised 
reproduction, can lead only to increased livestock numbers and production and improved 
economic effectiveness indices in al) agricultural unite with a zootechrical function. 


The qualitative leap necessary in livestock reproduction depends upon proper organitza- 
tion of the special reproduction farms. The directives to organise lying-in facili- 
ties on all cow farms are highly important for this purpose. They are to be installed 
in @ part of the barn, and hygienic and servicing measures are to be taken to ensure 
proper birthing ani care of the calves. The brood young wiil be raised on special- 
ized farms, which will keep the entire number of calves until thr first birthing and 
will not eliminate the unsatisfactory animale until after the fi.;st birthing. 


The mounting and calving plan must make more allowance than before for correlation be- 
tween the seasons and the physiological cycles, and most of the births are to take 
place in spring. Moreover the planning of the mountings and births is to be differen- 
tiated according to the agricultural area, the technology used and the local natural 
and economic conditions. While in the suburban and dairy supply areas births can take 
place regularly throughout the year, in the other areas they must be directed so that 
70=80 percent of them occur in spring, by the month of May. The advantages of spring 
calvinge include a higher birth rate of cows, birth of healthier calves and their more 
intensive development, lower disease and death rates of calves, better use of the 
green mass on natural or cultivated pastures, attainment of optimal slaughtering 
weight st a younger age, creater total quantities of milk (because the peak of the 
lactation curve coincides with maximum production of green mass), prolonged lactation 
and higher yields per arimal at lower unit costs. 
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Better Organisation of Selection 


One way of rapidly increasing livestock mumbers and production 1s to modify the 
syetem for velection of the animals by raising the entire nusber of female young un- 
til the mounting age and making the selection only according to the yield obtained in 
the first cyole. This provides for a greater number of brood females, a greater out- 
put of miik and meat, an! a broader base for selection of the animals, 


The Lnterdependence between milk and meat production is the essential and sometimes 
contradictory problen in cattle raising. Most breeds of cattle raised throughout the 
world have c ed s pecialization, producing both milk and meat, It may be said 
that milk production necessarily involves an output of veal and of milk and meat from 
rejected cows, while meat cannot be produced with as great economic effectiveness as 
milk can. The figures show the Areet correlation between the output of beef and the 
proportion of cows and heifers in the total mumber,. 


The output of veal Jepends upon the number of calves fattened, the age and weight at 
which they are slaughtered, and the average daily gain in weight during fattening. 
The amount of meat from the adult (rejected) cattle depends upon the average slaught- 
ering weight of the animals and the number of adult animals slaughtered annually or, 
more precisely, the percentage of replacement of the dam and the way the selection is 
or sanized, 


In Romania the bovine species (maintaining its milk function) is and will be in grow 
ine demand to increase meat production. Among other things, this calls for a change 
in the spectaliete' views on organisation of reproduction and promotion of programs 
to intensify exploitation of the animals for meat production. For cattle, outside of 
Le methods common to all species (such as increasing the total mumber, the average 
daily yield and the average slaughtering weight, industrial crossbreeding, fattening 
the rejected animals for slaughter, etc.), certain particular methods of great econo- 
mic significance and urgency are also important. such as: 


- Retaining the entire nurber of female young for reproduction (regardless of their 
prospects as milk producers) until the first lactation; 


~ Lowering the average age at the first lactation; 
- Leaving an average interval of no more than 365 days between mountings; 


~- Raising the percentage of annual rejection of cows to 20-25 percent, and using as a 
main criterion for selection the cows' own performances at first birth in various per- 
lods in the first lactation. 


Of all these technical-organizational measures, retaining the entire number of female 
youyg for reproduction until the first lactation and raising the percentage of annual 
replacement of cows are the most dynamic and effective. 


Retaining the entire nurber of heifers for reproduction calls for generalized selec- 
tion of the milch cows according to their own performances in the first or second 
lactation, that is the interval between birthing and the first mounting, the interval 
between birthing and the time gestation is diagnosed and the date of conclusion of 
lactation, Their own performances in milk production are also analyzed (cwuatitative- 
ly and qualitatively), and the final decision is made concerning retaining them on 
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the farm, se)ling them to another farm as brood animals, or sending then for slaugt- 
ering after the first or second birthing. The higher percentage of anmal replace- 
ment of the dams serves a twofold purpose: First, the selection is intensified and 
consequently the dams are improved more rapidly in regard to milk production or mixed 
produetion and, second, the adults are slaughtered at an age when the body weight and 
the quality of the meat sre the most effective, 


Increasing the proportion of heifers in the mumber of dams to 95 percent and the in- 
dex of refection of adults to 20 percent (compared with the present situation, where 
only 10 percent of the adults are rejected anrually and only the heifers needed to 
replace the refects are raised) increases the dams' contribution to beef production 
by about 2 times (See table). 


Amount of Beef To Be Obtained Annually (Per 100 Cows) by Different Selection Systems 








1 Selecte tn 


























1. Selection in 10. Anrmmal birth rate 
2. Byplanations ll. Calves obtained annually 
3. Unit of measure 12. Total weight of calves at birth 
4. Traditional system 13. Cows rejected after first calving 
©. New System 14. Weight of cows rejected after 
(. Percentage in new syster. compared with first calving 

traditional system 15. Total meat obtained per 100 cows 
7+ Proportion of heifers in total number 16. Additional difference in new 

of cattle selection system 
8. Index of rejection of cows 17. Kilograms 
9. Total weight of cows annually rejected 18, Number 
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Compared with the 7,800 kg of meat on the hoof that can be obtained on the average 
per 102 cows by the traditional s:rrstem of selection and reproduction organization, 
the new evster of selection increases the cuantity of meat to 15,655 kg. The fSavor- 
able effect of the new way of orgarizing selection is not confined to meat produc- 
*.on but also enhances rilk production by increasing both its total (due to the in- 
creased mumber of cows) and the average yield. The cows are exploited with mayimur. 
—— effectiveness up to about the fifth lactation, or until they are °-9 years 
OLGe 


In view of the great advantages of the new system of organizing reproduction and se- 
lecting the animals, the party and state administrations decided to generalize it. 

in reference to this problem Gomrade Nicolae Seausescu said, "Neither a heifer /vitea/ 
nor a heifer about to calve {Tuninca will be rejected, We shall not make the selec- 
t.on until after a calving, and we determine which anirals are to be re‘ected 
and which remain for reproduction according to the milk yield." And in June 1980 
amendments were made to Law No LO of 1975 om Raising and Fattening Livestock whereby 
stock breeders were recuired to retain all heifers and raise them for reproduction 
and to take all measures to raise the heifers under the best conditions until mount- 
ing and to provide for mounting of all heifers with suiteble breeds characteristic of 
the respective area. It is prohibited to slaughter the heifers unless in suite ex- 
ceptional cases (incurable diseases rendering them unfit for reproduction) and only 
with the approval cf the competent organs. 

In a future iiscussion we shall take up the problems arising in connection with im 
nrovement of the livestock breeds in order to increase the livestock numbers and out- 
puts. 
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